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DEPARTMENT  OF  AGRICULTURE 
Food  and  Nutrition  Service 

7  CFR  Parts  272  and  273 
[Arndts.  152, 154  and  161] 

1979  Amendments  to  the  Food  Stamp 
Act  Provision  of  Social  Security 
Numbers;  Fraud  Disqualification  and 
Recovery;  Rounding  Procedures  and 
Clarification  on  Hotline  Alternatives 

AGENCY:  Food  and  Nutrition  Service, 
USDA. 

action:  Final  rule. 

summary:  This  final  rulemaking 
implements  the  1979  Amendments  to  the 
Food  Stamp  Act  of  1977  on  provision  of 
social  security  numbers,  and  fi'aud 
disqualification  and  recovery.  Final 
rulemaking  on  group  living 
arrangements  be  published 
separately  at  a  later  date.  The  delay  in 
publishing  the  final  rulemaking  on  group 
living  arrangements  allows  the 
^  Department  additional  time  to  consider 
all  the  ramifications  of  this  provision. 
Proposed  regulations  on  all  three 
provisions  were  published  at  44  FR 
62862;  October  31, 1979  and  republished 
at  44  FR  63496;  November  2, 1979.  In 
addition,  this  rulemaking  finalizes 
proposed  rules  revising  the  current 
rounding  procedures  published  at  44  FR 
57414,  October  5, 1979;  and  provides 
new  language  to  clarify  outreach 
^  regulations  published  at  44  FR  64386, 
November  6, 1979. 

Two  major  impacts  are  expected  from 
these  final  regulations.  The  Department 
expects  program  integrity  to  be 
enhanced  by  the  social  security  number 
and  fraud  procedures  since  these  will 
provide  the  tools  and  incentives 
necessary  to  lessen  fraud  and  abuse. 

The  second  impact  the  Department 
expects  is  that  the  rounding  procedures 
(published  proposed  at  44  FR  57414; 
October  5, 1979)  will  improve  program 
efficiency  by  increasing  comparability 
between  this  program  and  public 
assistance  programs. 

EFFECTIVE  DATE:  January  31, 1980. 

FOR  FURTHER  INFORMATION  CONTACT: 
Larry  R.  Carnes,  Chief,  Policy/ 
Regulations  Section,  Program  Standards 
Branch,  Program  Development  Division, 
Family  Nutrition  Programs,  FNS,  USDA, 
Washington.  D.C.  20250.  (202)  447-9075. 
SUPPLEMENTARY  INFORMATION:  1979 
Amendments  to  the  Food  Stamp  Act  of 
1977. 

This  preamble  articulates  the  basis 
and  purpose  behind  any  significant 
requirements  which  have  been  changed 


from  the  proposed  rulemaking.  The 
reasons  supporting  the  provisions  of  the 
proposed  rules  which  are  imchanged  by 
the  final  rules  were  carefully  examined 
in  light  of  the  comments  to  determine 
the  continued  applicability  of  each 
justification.  Unless  otherwise  stated,  or 
unless  inconsistent  with  the  final  rules 
or  preamble,  the  rationale  contained  in 
the  proposal  should  be  regarded  as  a 
basis  for  the  pertinent  final  rules.  Thus, 
a  thorough  understanding  of  the  grounds 
for  the  final  rules  may  require  reference 
to  the  proposed  rulemaking. 

The  amendment  sets  forth  procedures 
by  which  social  security  numbers  may 
be  obtained  for  all  members  of  food 
stamp  households  as  authorized  by 
Section  4  of  Pub.  L  96-58.  That  section 
amended  the  Food  Stamp  Act  of  1977 
(Title  XIII  of  Pub.  L.  95-113,  91  Stat.  958) 
to  enable  the  Department  to  require  as  a 
condition  of  eligibility  for  participation 
in  the  Food  Stamp  Program,  that  each 
household  member  fui^sh  to  the  State 
agency  his  or  her  social  security  account 
number  or  numbers. 

In  addition,  this  rulemaking  amends 
the  regulations  so  that  individuals 
subject  to  disqualification  fi‘om  program 
participation  for  fraudulent  conduct  are 
required  to  agree  to  either  a  reduction  in 
the  household's  food  stamp  allotment  or 
to  a  repayment  in  cash  in  order  to  again 
participate  in  the  Food  Stamp  Program, 
as  mandated  by  Section  5  of  Pub.  L  96- 
58. 

This  rule  also  amends  Part  273  to 
reflect  changes  madoby  Section  6  of 
Pub.  L.  96-58  to  permit  each  State 
agency  to  retain  50  percent  of  the  value 
of  all  funds  or  allotments  recovered  or 
collected  through  prosecutions  or  other 
State  activities  directed  against 
individuals  who  fraudulently  obtain 
food  stamp  allotments. 

A  total  of  69  comment  letters  were 
received  on  the  1979  amendments  on 
social  security  numbers,  group  homes 
and  fraud  disqualification  and 
overissuance  recovery.  There  were  23 
comment  letters  received  from  State 
agencies,  32  from  public  interest  groups, 

4  from  local  agencies,  two  from  other 
government  agencies,  two  firom  regional 
offices  and  six  from  die  general  public. 

It  should  be  noted  that  all  of  the 
comments  received  by  December  17, 

1979  were  given  full  consideration.  The 
comments  received  after  December  17, 
1979  were  considered  to  the  fullest 
extent  possible.  There  were  several 
technical  comments,  relating  to 
regulation  references,  word  changes,  etc. 
These  are  not  specifically  addressed  in 
this  preamble. 


Social  Security  Numbers 
Implementation 

The  section  on  implementation  of  the 
social  security  numbers  (SSN) 
provisions  received  17  comments.  Two 
of  the  commenters  misunderstood  the 
proposed  regulations,  commenting.that 
implementation  of  the  SSN  requirement 
by  July  1980  is  unrealistic.  The 
Department  did  not  intend  that  this 
requirement  be  fully  implemented  by 
July  1980.  The  final  rules  require  that 
State  agencies  start  requesting 
participants’  and  applicants*  social 
security  numbers  no  later  than  the  first 
of  the  month,  120  days  firom  the  date  of 
publication  of  final  niles.  The  numbers 
will  be  requested  at  the  time  of 
application  and  recertification. 

The  Department  feels  that  this 
implementation  schedule  will  provide 
State  agencies  adequate  time  to  prepare 
for  implementation.  One  State  agency 
commented  that  the  proposed 
implementation  schedule  was 
reasonable  and  would  not  be  disruptive 
to  normal  operations.  The  Department 
concurs  with  this  position. 

Fourteen  commenters  expressed  the 
opinion  that  program  participants 
should  receive  advance  notification  of 
this  eligibility  requirement  and  the 
consequences  of  the  failure  to  comply. 
One  local  agency  and  13  public  interest 
groups  suggested  advance  notification  in 
the  form  of  individual  notices,  media 
releases  and  other  outreach  efforts.  The 
Department  believes  that  these 
suggestions  have  merit,  and  the  final 
rulemaking  has  been  rewritten  to 
include  an  advance  notification 
requirement.  Specifically,  the  final 
rulemaking  allows  the  State  agency  to 
send  a  one-time  notice  prior  to 
implementation  or  to  send  a  notice  of 
the  SSN  requirement  when  notices  of 
expiration  are  sent.  State  agencies  may 
use  one  or  a  combination  of  these 
alternatives.  In  addition  the  State 
agency  will  have  to  give  some  type  of 
notice  through  the  media,  for  example,  a 
press  release  announcing  the 
requirement. 

Requirement  for  Participation 

The  four  large  areas  of  concern 
expressed  by  the  commenters  on  this 
section  were  as  follows:  (1)  Requiring 
the  SSN  as  a  condition  of  eligibility;  (2) 
application  of  requirement  to  children; 

(3)  status  of  aliens  relative  to  the 
requirement;  and  (4)  90-day 
participation  pending  receipt  of  the 
number. 

The  first  area,  requiring  SSN's  as  a 
condition  of  eligibility  received  a  total  of 
32  comments  with  four  State  agencies 
and  11  public  interest  groups  opposing 
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the  requirement,  and  12  State  agencies, 
two  local  agencies,  two  government 
agencies  and  one  public  interest  group 
supporting  the  requirement.  One  State 
agency  opposing  the  requirement  stated 
it  could  not  serve  any  purpose  related  to 
cross  matching  of  information  in  their 
State  since  they  were  on  a  manual 
system.  One  State  was  concerned  about 
the  increase  in  workload  and 
administrative  cost  although  this  State, 
while  not  actually  in  support  of  the 
requirement  for  that  reason,  did  not 
strongly  oppose  the  requirement.  One 
State  agency  questioned  the  value  of 
SSN’s  as  antifraud  devices,  especially  to 
noncomputerized  States.  Another  State 
agency  was  opposed  to  making  the 
requirement  mandatory.  This  State 
suggested  that  since  Congressional 
legislation  offered  this  provision  as  an 
option,  at  least  initially,  this  option 
should  be  passed  along  to  the  States.  It 
was  believed,  based  on  AFDC 
enumeration  experience,  that  this 
requirement  would  consume  an 
“extraordinary  amount  of  staff  time” 
and  that  the  results  did  not  justify  the 
increased  workload. 

The  public  interest  groups  opposing 
this  requirement  gave  numerous 
reasons.  Those  most  often  cited  were  as 
follows:  clients  are  cilready 
overburdened  with  a  process  requiring 
excessive  verification  of  personal 
situations;  there  are  enoiigh  eligibility 
requirements  already  and  further 
eligibility  requirements  will  reduce 
program  participation;  the  requirement 
is  an  overzealous  attempt  to  eliminate 
fraud  and  constitutes  harassment;  it  will 
be  a  hardship  for  poor  people  to  obtain 
SSN’s;  and,  finally.  Congress  intended  to 
allow  the  requirement,  not  mandate  it. 
As  stated  in  the  preamble  to  the  * 
proposed  regulations,  the  Department 
researched  Congressional  intent  in  the 
area  of  requiring  SSN’s  as  a  condition  of 
eligibility.  The  legislative  history  views 
the  use  of  an  SSN  as  a  positive  measure 
to  counteract  fraud  and  program  abuse. 
The  Department  has  decided  to  mandate 
the  requirement  as  the  best  way  to 
efiectively  carry-out  the  Congressional 
intent.  The  Department  also  does  not 
agree  that  this  requirement  will  create 
an  unmanageable  workload  or  will 
result  in  reduced  program  participation 
by  harassing  and  overburdening 
applicants  and  participants.  It  is 
estimated  that  over  half  of  the  food 
stamp  caseload  already  has  SSN’s  i.e., 
that  portion  of  the  caseload  which  has 
been  subject  to  AFDC  enumeration  as 
well  as  participants  who  receive  social 
security  and/or  SSI  benefits  and  the 
working  members  of  nonassistance  food 
stamp  households.  The  Department  is 


allowing  for  program  participation 
pending  receipt  of  the  SSN.  Unless  an 
applicant  or  participant  actually  refuses 
to  cooperate  it  is  unlikely  that 
participation  will  be  adversely  affected. 

The  State  agencies  and  other 
commenters  supporting  the  requirement 
generally  feel  that  the  requirement  will 
indeed  reduce  fraud,  and  that  it  clearly 
follows  Congressional  intent. 

Some  of  the  State  agencies  supporting 
the  requirement  did.  however,  comment 
in  the  second  area  of  concern  in  this 
section,  that  is,  the  application  of  the 
requirement  to  children.  Seven 
comments  were  received  on  this  subject. 
One  Regional  Office,  four  States  and 
two  public  interest  groups  wanted  the 
requirement  limited  to  adults  or  persons 
receiving  income.  Some  of  the 
commenters  suggested  limiting  the 
requirement  to  members  of  households 
over  16  or  18  years  of  age.  Another 
commenter  suggested  that  the 
requirement  be  applied  to  all  individuals 
who  are  or  have  been  employed,  or  who 
are  or  have  been  receiving  income  from 
any  source,  regardless  of  age.  These 
commenters  aU  felt  that  there  is  very 
little  benefit  to  be  gained  by  requiring 
SSN's  for  children,  particularly  those 
without  income.  Delaware  pointed  out 
that  based  on  their  AFDC  experience, 
social  security  enumeration  requires  a 
significant  amount  of  staff  time  and  that 
since  most  adults  have  social  security 
munbers,  most  staff  time  is  spent  trying 
to  enumerate  infants  and  young 
children.  They  further  note  that  “the 
number  of  infants  and  young  children 
who  are  subsequently  foimd  on 
computer  cross  checks  to  have  earned 
income  is  obviously  zero;  the  number 
foimd  to  be  receiving  unreported  SSI  or 
OASDI  benefits  is  very  small”.  It  was 
the  opinion  of  the  four  States 
commenting  on  this  that  the  benefits  to 
be  derived  from  enumerating  children 
could  not  justify  the  manhours  that 
would  be  expended  in  this  effort. 

After  evaluating  these  comments,  the 
Department  has  decided  to  require 
SSN’s  for  household  members  18  years 
and  over  and  for  those  children  under  18 
years  who  receive  countable  income 
from  any  source.  It  is  the  Department’s 
opinion  that  this  responds  both  to  the 
concern  of  the  commenters  and  to  the 
intent  of  Congress  that  SSN's  be  used 
for  income  cross-checking.  The  final 
rulemaking  has  been  rewritten  to  reflect 
this  decision. 

The  Department  plans,  at  a  later  date, 
to  evaluate  the  cost  effectiveness  of 
requiring  SSN’s  as  a  condition  of 
eligibility  for  all  household  members, 
regardless  of  age.  and  may  expand  the 
requirement  in  the  future,  if.  contrary  to 


the  comments  of  these  States,  it  is 
proven  cost  effective. 

The  third  issue  raised  in  this  section 
concerned  the  application  of  the 
requirement  for  an  SSN  to  aliens.  Eight 
commenters,  all  public  interest  groups, 
stated  that  aliens  should  be  exempt  from 
the  requirement  until  such  time  as  SSA 
and  USDA  have  negotiated  an 
agreement  for  the  provision  of  SSN’s  to 
aliens.  As  stated  in  the  preamble  to  the 
proposed  regulations.  SSA  currently 
issues  SSN’s  to  aliens  admitted  for 
permanent  residence,  for  refugees  and 
for  those  legal  temporary  aliens  who  are 
given  employment  authorization  by  the 
Immigration  and  Naturalization  Service 
(INS).  Moreover,  legally  admitted 
temporary  aliens  who  do  not  have 
documentation  that  they  are 
“employment  authorized”  are  issued 
SSN’s  when  they  have  valid  nonwork 
reasons,  for  example  if  they  have  a  bank 
account  Discussion  with  SSA  indicates 
that  applying  for  food  stamps  will  be 
considered  a  valid  reason  for  obtaining 
an  SSN.  However,  there  should  not  be 
significant  problems  relative  to 
temporary  aliens  since  most  aliens,  with 
status  as  alien  visitors,  tourists, 
diplomats,  and  students  who  enter  the 
United  States  temporarily  with  no 
intention  of  abandoning  their  residence 
in  a  foreign  country,  are  not  eligible  for 
food  stamps,  although  they  may  be  able 
to  obtain  an  SSN  as  explained  above. 

Thirteen  commenters  addressed  the 
last  area  of  concern  in  this  section,  the 
provision  of  allowing  90-day 
participation  pending  receipt  of  an  SSN. 
One  State  agency  and  seven  public 
interest  groups  supported  the  90-day 
provision  as  a  fair  and  reasonable  time 
to  allow  for  participation  pending 
receipt  of  an  SSN.  One  government  . 
agency  opposed  90  days  as  too  long  and 
suggested  a  45-60  day  time-period, 
although,  as  explained  below,  this  may 
have  been  based  on  a  misunderstanding 
of  the  time  it  takes  to  get  an  SSN.  One 
State  agency  and  one  member  of  the 
general  public  suggested  180  days 
instead  of  90  days,  stating  that  90  days 
is  not  long  enough.  The  proposed 
regulations  (in  the  preamble)  noted  that 
the  31  day  average  processing  time  was 
from  the  completion  of  the  application 
for  an  SSN  to  the  date  of  SSN  issuance. 
SSA  staff  indicated  that  this  should  be 
reworded  to  state  that,  based  on  study 
information,  the  average  processing  time 
from  the  point  at  which  all  required 
documentation  has  been  submitted  to 
the  date  of  SSN  issuance  is 
approximately  31  days.  In  many  cases 
the  individual  applying  for  an  SSN  will 
need  some  time  to  obtain  the  documents 
required  to  be  submitted  with  the 
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application  for  the  SSN.  For  example,  an 
individual  may  need  to  write  to  a  State 
or  local  agency  to  obtain  a  copy  of  a 
birth  certificate  and  receipt  of  this 
document  may  take  several  weeks.  To 
allow  for  a  possibly  longer  processing 
time  due  to  a  delay  in  the  receipt  of 
required  dociunentation  the  Department 
has  reworded  the  final  regulations  to 
specify  that  the  90  day  participation 
pending  the  receipt  of  an  SSN  shall 
begin  at  the  date  of  the  food  stamp 
eligibility  determination  rather  than  the 
date  of  application.  This  provision,  as 
well  as  allowing  for  participation  in 
excess  of  90  days  (with  good  cause], 
should  address  those  situations  in  which 
the  process  takes  longer  than  90  days.  It 
is  the  Department’s  position  that  the  90 
days  as  reworded,  and,  in  addition,  the 
good  cause  provision,  will  result  in 
equitable  treatment  of  program 
participants. 

Obtaining  SSN’s  for  Household 
Members  Required  To  Provide  an  SSN 

There  were  four  conunents  on  this 
section  of  the  proposed  regxdations.  One 
local  agency  felt  Uiat  it  should  be 
optional  for  the  State  agency  to  file  the 
SS-5,  to  avoid  requesting  verification  of 
citizenship  which  is  not  currently 
required  in  the  Food  Stamp  Program.  A 
public  interest  group  wanted  it  made 
clear  that  States  having  agreements  with 
SSA  to  allow  filing  of  S&-5’s  for 
individuals  without  SSN's  are  obligated 
to  file  those  applications.  As  both  the 
proposed  and  ^al  regulations  note,  it  is 
actually  up  to  the  applicant  or  the 
participant  to  decide  whether  or  not  to 
request  the  State  agency  to  take  the 
applications  for  an  SSN.  If  the  individual 
requests  this  service  and  the  State 
agency  has  such  an  agreement  with 
SSA,  then  the  State  agency  will  process 
the  application.  SSA  commented  that 
State  agencies  with  an  agreement  with 
SAA  for  AFDC  enumeration  should 
renegotiate  new  agreements  with  SSA  to 
include  the  Food  Stamp  Program  as  soon 
as  possible. 

Language  has  been  added  to  the  final 
regulations  to  this  effect  and  to  require 
that  all  State  agencies  which  currently 
have  agreements  with  SSA  have  to 
renegotiate  those  agreements  to  include 
food  stamps.  One  State  suggested  that 
USDA  should  come  to  some  agreement 
with  SSA  to  ensure  prompt  processing  of 
applications  for  an  ^N.  The 
Department  expects  that  SSA  will 
handle  these  applications  as 
expeditously  as  possible. 

Verification  of  Social  Security  Numbers 

The  section  on  verification  of  SSN's  at 
initial  and  subsequent  certification 
received  15  conunents.  Six  public 


interest  groups  supported  certification 
pending  verification  of  an  SSN  and  there 
were  no  comments  opposing  this 
concept,  which  remains  unchanged  in 
die  final  rules.  One  Regional  Office  and 
one  other  government  agency  noted  that 
State  agencies  do  not  have  routine  user 
status  of  BENDEX  for  food  stamps 
purposes  and  until  such  status  is 
approved  BENDEX  could  only  be  used  if 
the  responsible  individual  representing 
the  household  signs  an  individual 
release  of  information  form.  'This  was 
true  at  that  time  but  effective  January  7, 
1980,  the  Food  Stamp  Program  was 
given  routine  user  status  of  BENDEX 
(exclusive  of  use  of  wage  information) 
and  consequendy  no  change  to  the 
proposed  regulations  is  necessary. 

SSA  commented  that  it  should  not  be 
direcdy  queried  by  local  food  stamp 
staff  until  the  State  agency  has  been 
queried  for  SDX  information  since  each 
State  receives  a  SDX  tape  or  printout. 
Local  agencies  should  attempt  to  contact 
their  State  office  for  SDX  information 
prior  to  contacting  SSA  directly  for  this 
information. 

One  Regional  Office,  two  States  and 
one  public  interest  group  suggested  that 
the  regulations  specify  that  staff  should 
not  reverify  an  SSN  that  has  already 
been  verified  for  use  in  other  programs 
such  as  AFDC,  Medicaid,  etc.  The 
Department  concurs  with  this  suggestion 
and  has  included  this  in  the  final 
rulemaking.  The  Department  has  also 
clarified  that  once  an  SSN  is  verified  it 
shall  not  be  reverified  unless  the 
niimber  or  the  identity  of  an  individual 
becomes  questionable. 

Finally,  two  States  commented  on  the 
methods  of  verification;  one  State 
suggested  that  verification  of  SSN’s 
should  be  performed  through  a  tape 
exchange  with  SSA  and  another  State 
suggested  that  verification  should  be 
limited  to  either  a  copy  of  an  actual 
social  security  card,  verification  fi*om 
SSA  through  tapes  or  other  means.  The 
Department  wants  to  allow  State 
agencies  the  flexibility  to  handle  the 
variety  of  case  situations  which  they 
will  face.  For  those  States  which  have 
BENDEX  and/or  SDX  tapes  readily 
accessible  the  use  of  these  tapes  to 
verify  SSN’s  would  be  practical.  In 
situations  where  household  members 
will  not  be  either  BENDEX  or  SDX  or 
these  tapes  are  not  readily  accessible, 
then  the  State  agency  will  have  to  use. 
as  verification  of  SSN’s,  documents 
containing  the  SSN  which  are  provided 
by  the  household.  If  the  State  agency 
chooses  to  rely  on  the  household  to 
provide  documentation  then  the  State 
agency  cannot  specify  that  only  one 
type  of  documentation,  such  as  a  social 


security  card,  is  acceptable  as 
verification. 

Expedited  Service 

This  section  received  12  comments,  11 
of  which  reflected  a  misunderstanding 
of  the  proposed  rulemaking.  A  total  of  11 
public  interest  groups  interpreted  the 
proposed  rules  incorrectly,  assuming 
that  the  Department  was  proposing  to 
establish  a  shorter  time  standard  for 
getting  an  SSN  in  those  cases  in  which 
households  receive  expedited  service. 
The  Department  never  intended  that 
households  certified  under  expedited 
procedures  would  not  receive  the  90 
days  allowed  other  households  to 
participate  pending  receipt  of  an  SSN. 
The  Department’s  intention  was  that 
households  receiving  expedited  service 
be  certified  before  being  asked  to 
furnish  or  obtain  a  social  security 
number.  Once  these  households  receive 
their  first  allotment  they  will  be  required 
to  furnish  or  apply  for  an  SSN  and 
allowed  the  full  90  days  fi'om  the  date  of 
eligibility  determination  allowed  other 
households  to  obtain  the  SSN.  The  final 
regulations  have  been  rewritten  to 
clarify  this  provision. 

One  State  agency  felt  that  applicants 
using  expedited  service  should  furnish 
or  obtain  their  SSN’s  before  receiving 
their  first  allotment  However,  as  stated 
in  the  preamble  to  the  proposed 
regulations.  Congress  specifically 
infficated  that  individuals  entitled  to 
expedited  service  would  be  permitted  to 
fiu^sh  an  SSN  after  receiving  their  first 
allotment.  This  was  intended  to  avoid  a 
delay  in  benefits  simply  because  an  SSN 
cannot  be  furnished  inunediately.  The 
final  regulations  as  written  reflect  this 
intent. 

Failure  To  Comply 

This  section  of  the  proposed 
regiilations  prompted  11  conunents.  One 
government  agency  suggested  that  the 
disqualification  should  be  applied  to  the 
entire  household.  As  stated  in  the 
preamble  to  the  proposed  regulations 
the  intent  of  Congress  was  very  clear  on 
this  subject.  The  legislative  history 
specifically  references  the  individual 
without  an  SSN  who  fails  to  comply  by 
either  refusing  to  provide  or  to  apply  for 
an  SSN.  It  never  refers  to 
disqualification  of  the  entire  household. 
Ten  public  interest  groups  expressed  the 
opinion  that  only  adults  should  be 
disqualified  for  failure  to  supply  their 
SSN.  The  feeling  of  these  commenters 
was  that  minors  are  not  responsible  for 
obtaining  their  own  niunber  and  thus 
should  not  be  disqualified  if  an  adult 
member  of  a  household  acts 
irresponsibly.  This  concern  is,  of  course, 
alleviated  somewhat  by  the  fact  that  the 
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final  rulemaking  requires  SSN's  only  for 
household  members  18  years  and  over 
as  well  as  for  children  imder  18  who 
receive  countable  income.  The 
Department,  however,  is  of  the  opinion 
that  obtaining  SSN’s  for  children  under 
18  who  receive  countable  income  is  a 
household  responsibility  and  that  there 
would  be  no  incentive  for  the 
responsible  adult  to  obtain  and  furnish  a 
number  for  such  a  child  if  it  makes  no 
difierenre  if  they  do  not  The 
Department  feels  that  it  is  more 
consistent  with  present  disqualification 
policy  and  more  straight  forward  to 
disqualify  the  household  member  who  is 
receiving  income  and  for  whom  the  SSN 
is  sought  even  if  this  individual  is  a 
minor.  The  final  rulemaking  is  this 
section  is  written  to  apply  to  each 
household  member  for  whom  an  SSN  is 
required. 

Determining  Good  Cause 

Ten  comments  were  received  on  this 
section  of  the  proposed  regulations.  One 
State  and  five  public  interest  groups 
supported  the  section  as  written,  ^me 
commenters  thought  that  the  section 
should  be  more  specific  and  one 
commenter  felt  that  a  requirement 
should  be  added  to  require  a 
caseworker  to  assist  a  household 
member  in  obtaining  the  documents 
required  by  SSA  to  establish  age, 
identity  and  citizenship  or  alien  status  if 
the  individual  is  having  difficulty 
obtaining  these.  The  Department  feels 
that  the  section  is  adequately  specific:  it 
is  clear  that  as  long  as  the  individual 
has  applied  for  and  provided,  or  is  trying 
to  obtain,  the  documentation  necessary 
for  an  SSN  application,  good  cause  will 
exist  for  a  delay  in  furnishing  an  SSN. 
The  Department  has  added  language  to 
this  section  suggesting  that  the  State 
agency  caseworker  assist  the  individual 
in  every  way  possible  in  obtaining  the 
SSN.  SSA  has  also  suggested  that  it 
would  be  helpful  if  the  State  agencies 
distributed  the  SSA  pamphlet  “Applying 
for  a  Social  Security  Number”  to 
program  applicants  and  participants. 
State  agencies  are  encouraged  to  do  so 
and  should  contact  SSA  to  obtain 
sufficient  copies  of  this  informational 
pamphlet 

Use  of  Social  Security  Numbers 

This  section  of  the  proposed 
regulations  received  ten  comments,  nine 
of  which  were  fix)m  public  interest 
groups.  These  groups  felt  that  the 
language  was  too  broad  and  that  it 
could  result  in  abuse  of  “client  privacy 
and  rights."  These  commenters 
generdly  suggested  that  the  use  be 
limited  to  verification  of  income 
eligibility,  preventing  duplicate 


participation  and  facilitating  mass 
changes.  The  remaining  commenter,  a 
government  agency,  felt  that  the 
language  was  too  weak  and  that  the  use 
should  be  more  specifically  addressed, 
i.e.,  use  of  SSN’s  to  match  wage 
informaticm,  etc.  As  explained  in  the 
preamble  to  the  proposed  rulemaking, 
the  Department  felt  that  Congress  did 
intend  that  SSN’s  be  used  as  an 
antifi’aud  device.  Using  the  SSN’s  to 
avoid  duplicate  participation  is  an 
example  of  this  use.  The  amendment 
specifies  that  State  agencies  shall  have 
the  same  access  provided  to  HEW  to  the 
information  regarding  individual  food 
stamp  program  applicants  and 
participants  who  receive  benefits  under 
title  of  the  Social  Security  Act,  to 
the  extent  that  the  Secretaries  of  USDA 
and  DHEW  determine  that  access  to  SSI 
information  is  within  the  purposes  set 
forth  in  the  statute.  Other  uses  not 
inconsistent  with  Federal  or  State 
privacy  laws  or  other  pertinent 
legislation,  and  which  further 
administration  of  the  program,  would 
also  be  permitted.  The  proposed 
regulations  allowed  for  such  usage,  and 
the  final  regulations  remain  unchanged. 

SSN  Disqualification 

This  section  of  the  proposed 
regulations,  concerning  the  sending  of  a 
notice  of  adverse  action  to  a  household 
containing  a  member  who  has  failed  to 
comply  with  the  SSN  disqualification, 
received  six  comments,  all  from  public 
interest  groups.  The  six  commenters  all 
requested  that  the  notice  of  adverse 
action  reference  the  household’s  right  to 
a  fair  hearing  and  one  commenter 
suggested  that  available  legal  aid  be 
mentioned.  There  is  no  change  needed 
in  the  final  regulations  to  satisfy  these 
comments.  The  content  of  a  notice  of 
adverse  action  is  clearly  defined  in  the 
October  17, 1978  regulations  (43  FR 
47846)  and  includes  an  explanation  of 
the  household’s  right  to  a  fair  hearing.  A 
reference  to  the  section  of  the  October 
17  regulations  specifying  the  content  of 
the  notice  has  been  included  in  the  final 
regulations. 

Mass  Changes 

This  section  received  a  total  of  15 
comments.  One  State,  one  local  agency 
and  seven  public  interest  groups 
opposed  the  requirement  to  conduct 
desk  reviews  after  July  1, 1980  for  those 
households  receiving  social  security /SSI 
benefits.  These  commenters  felt  that 
these  households  are  being  unfairly 
singled  out.  They  also  questioned  die 
Department’s  requiring  desk  reviews  in 
this  situation  when  desk  reviews  were 
not  mandated  for  the  implementation  of 
the  new  medical  and  shelter  deductions. 


The  Department  gave  State  agencies  the 
option  of  conducting  desk  reviews  of 
cases  affected  by  the  medical  and 
shelter  deduction  regulations.  Desk 
reviews  for  medical  expenses  are 
pointless  as  the  level  of  the  deduction 
can  only  be  determined  through  a  report 
made  by  the  household.  Desk  reviews 
for  shelter  expenses  alone  would 
duplicate  effort  to  process  reported 
changes  in  medical  expenses.  With 
these  factors  in  mind  the  Department 
did  not  think  it  practical  to  mandate 
desk  review  conversion  for  the  medical 
and  shelter  deduction  amendment.  State 
agencies  do  have  available  to  them 
information  on  the  SSI/Social  Security 
cost-of-living  increases  and  can  act 
without  contact  fi'om  a  participant.  State 
agencies  with  the  capability  to  make 
point-in-time  changes  through  use  of  a 
computer  or  by  other  means  will  be  able 
to  make  the  change  in  benefits  without 
the  use  of  desk  reviews.  In  addition,  in 
most  States  some  cases  will  be  handled 
through  recertifications  which  are  due 
during  the  180  days  allowed  to  effect  the 
cost-of-living  increase  change. 

For  the  remaining  cases,  it  is  the 
Department’s  opinion  that,  in  1980,  desk 
reviews  of  cases  receiving  social 
security/SSI  cost-of-living  increases, 
within  180  days  of  the  effective  date  of 
the  increase,  will  resiilt  in  these  cases 
being  treated  more  uniformly  and 
equitably  than  in  the  past.  The  variance 
between  States  in  the  handling  of  this 
change  will  be  greatly  reduced.  For  this 
reason  the  final  regulations  retain  the 
desk  review  requirement  for  cases 
which  are  not  changed  through  other 
means.  The  final  regulations  also  allow 
States  with  the  capability  to  perform  an 
automated  conversion,  but  which  have 
some  difficulty  in  doing  so,  to  identify 
the  affected  cases  by  other  means. 

Six  State  agencies  commented  on  the 
method  of  effecting  the  social  security/ 
SSI  cost-of-living  increase  on  an  ongoing 
basis.  One  State  agency  felt  that  desk 
reviews  were  preferable  to  conducting 
complete  recertifications  of  these 
particular  cases.  Two  State  agencies 
and  one  local  agency  were  concerned 
about  the  increased  workload  resulting 
from  mandatory  mass  reviews  of  social 
security  and  SSI  cases  each  year. 
Another  State  agency,  Kentucky, 
suggested  that  States  “be  given  the 
latitude  to  either  assign  certification 
periods  as  provided  in  the  proposed 
regulations  or  conduct  desk  reviews 
during  July,  August  and  September  on 
cases  whose  certification  does  not 
expire  during  one  of  these  months." 

They  felt  that  allowing  this  option  would 
'reduce  the  number  of  times  elderly 
participants  would  need  to  come  to  the 
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certification  office  and  also  reduce  the 
administrative  burden  on  the  State 
agency.  The  department  has  rewritten 
the  final  regulations  to  allow  all  State 
agencies  without  the  capability  to 
perform  an  automated  conversion  the 
option  of  effecting  the  social  security/ 
SSI  cost-of-living  increases  through 
scheduled  recertiHcations  and/or 
through  a  desk  review  on  these  specific 
cases. 

A  State  agency  may  use  one  or  a 
combination  of  diese  options.  If  a  State 
agency  with  the  capability  to  perform  an 
automated  conversion  has  difficulty 
doing  so,  it  may  also  effect  the  increases 
through  recertification  and/or  desk 
reviews.  Moreover,  to  lessen  the 
workload  burden  on  State  agencies,  the 
final  rulemaking  allows  States  to 
complete  this  conversion  over  a  120  day 
period.  The  Department  wants  to  both 
allow  States  sufficient  time  and  to 
ensure  uniform  treatment  of  these  cases. 

Fraud  DisqualiRcation,  Recovery  and 
Retention 

Introduction 

Of  the  69  comment  letters,  46  letters 
made  one  or  more  references  to  the 
proposed  regulations  on  fraud  claims. 
The  comments  were  primarily  on  areas 
in  which  the  Department  has  discretion 
and  not  areas  set  by  the  statute.  Overall, 
22  State  and  local  agencies  and  19 
public  interest  groups  submitted 
comments  on  the  fraud  provisions  with 
the  remaining  comments  from  the 
general  public  and  from  FNS  Regional 
Offices  and  other  governmental  offices. 
The  primary  issues  discussed  by 
cemmenters  included  the  minimum 
amount  of  a  claim  for  conducting  a  fraud 
hearing;  implementation;  the  six-month 
disqualification  for  individuals 
convicted  of  fraud  by  a  court  when  the 
court  does  not  impose  a  period  of 
disqualification;  holding  fraud  hearings 
for  current  ineligibles,  the  rate  of 
allotment  reductions  and  claims 
repayment. 

Increasing  the  Minimum  Amount  for 
Fraud  Claims 

In  the  preamble  to  the  proposed  rule, 
suggestions  were  requested  on  raising 
the  present  limit  of  ^5  for  conducting  a 
fraud  hearing.  Fourteen  comments 
suggested  that  the  minimum  be  raised  to 
$100,  five  suggested  that  the  amount  be 
tied  to  the  cost  of  pursuing  a  fraud 
claim;  and  the  remaining  comments  had 
various  suggestions  or  opinions 
including  a  two-tiered  system  based  on 
the  amoimt  of  the  claim  and  any 
previous  offenses.  Although  the 
comments  received  provided  various 
suggestions  on  the  minimum  level  of 


claims  to  pursue,  the  Department  does 
not  believe  that  sufficient  information  is 
yet  available  to  make  a  decision  on 
changing  the  $35  minimum. 

The  comments  did,  however,  point  out 
the  need  for  further  study  of  the  issue. 
The  Department  intends  to  survey  " 
States'  costs  for  collecting  fraud  and 
nonfraud  claims.  After  the  results  of  the 
survey  are  evaluated,  proposed 
rulemaking  will  be  issued,  if  warranted. 

Implementation 

Two  comments  were  received  which 
discussed  the  implementation  schedule. 
The  issues  raised  were  the  120-day 
implementation  schedule  and  when  the 
50  percent  retention  rate  becomes 
effective.  The  proposed  120-day 
implementation  deadline  was  adopted 
for  the  final  rule;  however,  the 
Department  did  clarify  that 
implementation  would  be  the  first  of  ffie 
month  following  the  120th  day  after 
publication.  The  Department  believes 
that  this  period  gives  States  adequate 
time  to  make  all  necessary  changes. 
Changes  in  reports  required  by  FNS  are 
currently  being  made  and,  if  not 
completed  by  implementation,  FNS  will 
provide  instructions  on  submitting 
interim  reports. 

One  commenter  suggested  that  the 
Department  cleirify  whether  fraud  claims 
established  or  collected  after 
implementation  are  subject  to  the  new 
provisions  including  the  50  percent  State 
retention.  The  Department  is  adding 
language  to  make  clear  that  the  State 
may  keep  half  of  fraud  claims  collected 
after  implementation,  even  though  the 
fraud  claim  was  established  prior  to 
implementation.  The  50%  retention 
would  even  apply  to  fraud  claims 
established  under  the  1964  Act  which 
are  collected  after  these  provisions  are 
implemented.  However,  the  State 
agency  may  only  apply  the  recovery 
provisions  of  these  relations  to  fraud 
claims  which  have  been  established 
through  an  administrative  fraud  hearing 
or  a  court  of  appropriate  jurisdiction  as 
provided  for  by  the  1977  Act  and 
subsequent  regulations.  These 
provisions  are,  therefore,  retroactive  to 
implementation  of  the  fraud  claims 
provisions  under  the  1977  Act 

Any  individual  who  was  found  guilty 
of  fraud  either  through  an  administrative 
hearing  or  by  a  court  and  who  is  not 
already  maldng  restitution  must  be 
notified  (through  the  revised  agreement 
letter)  of  the  new  recovery  requirements 
and  be  notified  that  failure  to  agree  to 
restitution  will  result  in  another  period 
of  disqualification  until  agreement  is 
made.  In  addition  to  noticing  these 
individuals,  the  State  agency  may  want 
to  notify  persons  making  cash 


repasnnents  of  the  changes  in  order  to 
allow  them  to  convert  to  allotment 
reduction.  Regardless,  should  this  latter 
category  of  individuals  fail  to  continue 
its  cash  repayments  subsequent  to 
implementation,  these  individuals  must 
be  sent  the  agreement  letter  when  cash 
repayments  cease  or  diminish,  before 
allotment  reduction  may  be  imposed. 

Six-Month  Disqualification 

Another  provision  which  received 
several  comments  was  the  imposition  of 
an  automatic  six-month  disqualification 
for  individuals  found  guilty  of  fraud  by  a 
court  which  failed  to  address  or  specify 
a  period  of  disqualification.  The 
majority  of  comments  opposed  this 
provision.  Seven  comments  opposed  the 
six-month  disqualification  based  on  lack 
of  legal  authority  although  those  States 
commenting  on  the  issue  generally 
supported  it  if  the  Deparment  believed 
that  there  was  sufficient  legal  authority. 
The  rationale  for  this  decision  was 
provided  in  the  preamble  to  the 
proposed  regulations.  The  Department 
believes  that  disqualification  of 
individuals  found  guilty  of  fraud  is 
required  by  the  Act  and  supported  by 
the  legislative  history.  A  six-month 
disqualification  is  the  minimum  cited  in 
the  Act  for  a  court  decision  of  fraud.  The 
Act  specifically  provides  that  an 
individual  is  ineligible  upon  being  found 
criminally  or  civilly  fraudulent  for  a 
period  of  not  less  than  six  and  not  more 
than  24  months  as  determined  by  the 
court.  Thus,  the  Department  believes 
Congress  intended  the  court  to  have 
authority  to  set  the  period  of 
disqualification  but,  without  the  court's 
determination,  the  individual  would  be 
ineligible  to  participate  for  six  months 
by  operation  of  the  statute  itself.  This 
provision  allows  for  more  equity 
between  individuals  found  guilty  of 
fraud  by  a  court  as  all  such  individuals 
would  be  disqualified,  regardless  of 
whether  or  not  the  court  addressed  the 
issue.  It  should  be  noted  that  the 
individual  and  his/her  household  would 
receive  notice  prior  to  the 
disqualification.  The  Department 
believes,  therefore,  that  a  six-month 
disqualification  balances  legislative 
intent  and  program  uniformity  with 
fairness  to  fraudulent  individuals  and 
provides  for  protection  of  their  rights. 

Fraud  Hearings  for  Current  Ineligibles 

About  19  commenters  expressed  an 
opinion  on  holding  an  administrative 
fraud  hearing  for  currently  ineligible 
households;  all  but  five  opposed  the 
provision.  Of  these,  12  public  interest 
groups  and  one  State  agency  were  in 
opposition  with  five  State  agencies  and 
the  Department's  Office  of  ffie  Inspector 
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General  expressing  support  The  most 
frequent  reason  given  for  opposing  the 
provision  was  that  the  individual’s 
rights  could  be  violated  primarily 
because  the  person  would  be  more 
likely  not  to  attend  the  hearing  when  not 
participating.  Most  of  those  supporting 
the  provision  believed  it  would  further 
curb  abuse  and  be  a  meaningful 
deterrent  to  fraud. 

Hie  Department  is  retaining  this 
provision  as  proposed.  An  opinion  from 
the  Department’s  OfBce  of  General 
Counsel  (OGC)  states  that  the  Food 
Stamp  Act  clearly  provides  authority  for 
administrative  fraud  hearings  but 
”  *  *  *  is  not  explicit  as  to  the 
appropriate  time  for  them.”  Further,  it  is 
believed  that  this  provision  contributes 
to  the  clear  Congressional  intent  of 
aggressive  action  to  counteract  fraud. 

This  provision  will  also  assist 
individuals  accused  of  fraud  because  the 
information  necessary  to  oppose  the 
allegation  of  fraud  would  be  more 
current  and  witnesses  more  readily 
available.  One  commenter,  a  public 
interest  group,  conditionally  supported 
this  provision  if  “clear  and  specific 
notice”  were  provided.  The  notice 
procedures  already  set  forth  in  the 
regulations  would  be  followed,  thus 
assuring  timely  notices  of  £m  impending 
hearing  and  an  explanation  of  the 
hotisehold’s  rights. 

Agreement  Letters 

Eleven  letters  contained  comments  on 
some  aspect  of  the  written  agreement 
letter  for  restitution.  Five  commenters 
felt  that  States  should  not  be  permitted 
to  deviate  from  the  FNS-designed 
agreement  letter.  This  suggestion  is  not 
adopted  as  States  need  the  flexibility  to 
develop  forms  compatible  with  their 
own  systems.  However,  all  State- 
designed  forms  must  be  approved  by 
FNS  which  will  closely  monitor  them  to 
assure  that  the  minimum  requirements 
are  met  including  a  clear  explanation  of 
the  household’s  rights.  One  commenter 
suggested  that  the  names  and  addresses 
of  available  legal  services  be  added.  The 
Department  has  not  adopted  this 
suggestion  since  the  notices  telling  the 
household  of  the  fraud  hearing  and  other 
hearing  notices  contain  this  iitiormation. 

Two  State  agencies  commented  that 
the  notice  should  contain  language  that 
advises  the  household  that  it  will 
automatically  be  subject  to  benefit 
reduction  for  failiue  to  make  a 
scheduled  cash  payment.  As  a  result  of 
these  regulations,  changes  in  the  claims 
forms  are  in  preparation,  and  all  the 
information  required  by  these 
regulations  is  Iming  incorporated, 
including  language  on  this  point  States 
will  be  flowed,  however,  to  deviate 


fr^m  the  FNS-designed  forms  under  the 
same  conditions  allowed  for  other 
forms. 

Changes  in  Household  Composition 

Only  two  comments  were  received  on 
handling  fraud  claims  when  the  guilty 
individual  has  left  the  household.  One 
was  technical  and  the  other  opposed 
taking  recovery  action  against  the 
household  in  which  the  fraudulent 
individual  currently  is  a  member.  The 
Department  is  adopting  the  technical 
suggestion  which  is  to  delete  the 
introductory  phrase  fit>m  8  273.18(d)(1) 
concerning  collection  of  nonfraud 
claims.  The  provision  on  collection  of 
fraud  claims  is  retained  and  a 
clarification  on  pursuing  nonfraud 
claims  is  added.  The  Department  can 
only  reiterate  the  reasons  for  this  action 
from  the  proposed  rule.  This  provision 
conforms  most  closely  to  the  law  which 
states  that  the  fraudulent  individual  is 
responsible  for  making  repayment  of  the 
overissuance.  This  provision  places  the 
liability  with  the  individual  thus  making 
the  uKfividual’s  current  household 
liable,  not  the  former  household. 

Repayment  of  Fraud  Claims 

General.  Numerous  comments 
addressed  various  aspects  of  the  fraud 
collection  system.  The  majority  of  these 
comments  were  from  public  interest 
groups  expressing  concern  that  the 
regulations  did  not  adequately  ensure 
the  negotiation  of  the  amount  of  a 
repayment  schedule  or  the 
renegotiation,  if  needed,  of  these  items  if 
the  household’s  economic  situation 
changes.  'The  Department  believes  these 
rights  are  stressed  in  the  regulations  as 
the  method  of  repayment  and  the 
amount  of  cash  installments  are 
discussed  with  the  household  and  fully 
explained  in  agreement  letters. 
Establishing  a  repayment  schedule  can 
only  be  accomplished  with  participation 
by  the  household.  Consequently,  the 
final  decision  of  the  State  agency  is 
based  on  discussion  with  the  household 
and  analysis  of  its  economic  situation. 

The  guilty  individual  has  a 
responsibility  to  repay  the  fraudulent 
overissuance,  and  the  regulations  are 
structured  to  require  repayment,  either  « 
through  cash  or  allotment  reduction,  or 
to  enforce  disqualification  for  failure  to 
agree  to  repayment  Therefore,  these 
provisions  are  revised  slightly  to  require 
that  the  household  be  advised  of  its  right 
to  request  a  renegotiation  of  repayment 
agreements  but  the  State  agency  retains 
its  rights  to  enforce  collection.  Another 
area  of  concern  was  that  the  set  rate  of 
allotment  reduction  allows  for  only 
limited  exceptions.  The  Department 
believes  because  allotment  reduction  is 


more  administratively  complex  than 
cash  repayment,  and  because  the 
household  is  offered  the  option  of  cash 
repayments  that  the  State  agency  must 
be  permitted  to  recover  an  amount 
which  will  possibly  provide  a  higher 
rate  of  return  than  cash  especially  when 
allotment  reduction  is  imposed  for 
failure  to  make  scheduled  cash 
payments.  Therefore,  the  State  agency  is 
allowed  a  set  rate,  with  the  only 
.exceptions  being  those  that  will  allow 
for  liquidation  within  a  year  or  to  make 
reduction  easier  to  account  for,  both  by 
the  State  agency  and  for  the  household 
to  know  exactly,  from  month  to  month, 
its  allotment  level. 

Comments  were  received  that 
stressed  the  need  for  reinstating  the 
disqualified  member  as  soon  as  possible 
at  the  end  of  disqualification  period. 

This  is  desired  to  allow  for  prompt 
recovery  of  the  fraudulent  overissuance 
through  allotment  reduction  should  the 
individual  fail  to  make  cash  repayment 
However,  due  to  statutory  constraints, 
these  regulations  require  that  the 
fraudulent  individual  continue  his/her 
disqualification  period  for  failure  to 
agree  to  restitution.  The  only  time  a 
State  agency  can  automatically  impose 
allotment  reduction  is  when  the 
fraudulent  individual  makes  a  lesser 
payment  or  no  payment  at  all.  These 
households  will  not  receive  a  notice  of 
adverse  action  as  they  are  informed  of 
the  consequences  of  failure  to  make 
agreed  to  cash  payments.  The 
regulations  do  prevent  participation  by 
in^viduals  who  do  not  meet  Uieir 
responsibility  to  make  restitution. 

Other  comments  received  suggested 
considering  coupons  “retained”  during 
the  individual’s  period  of 
disqualification  as  recovered  funds.  The 
Department  maintains  that  recovery  and 
disqualification  including 
disqualification  for  failure  to  agree  to 
repayment  are  two  separate  and  distinct 
issues  and  must  remain  so.  The  Act 
requires  both  disqualification  and 
recovery  and  discusses  these  in  terms  of 
two  separate  actions.  If  benefits  lost 
during  disqualification  were  counted 
towards  repayment,  the  fraudulent 
individuals  are  being  credited  benefits 
which,  by  law,  they  are  ineligible  to 
receive.  The  language  from  the  proposed 
regulation  prohibiting  this  action  is 
retained.  Another  issue  raised  by 
commenters  on  this  provision  was  that 
households  should  not  be  forced  to 
liquidate  all  of  its  assets  to  make  a  lump 
sum  cash  repayment.  It  was  never 
intended  in  the  proposed  rules  that  a 
household  would  be  so  compelled. 
Therefore,  sentences  are  added  to  the 
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final  regulations  to  avoid  this 
misunderstanding. 

One  commenter  suggested  that  claims 
over  $100  be  subject  to  a  combination  of 
cash  repayment  and  allotment 
reduction.  This  was  not  adopted  as  a 
requirement  but  it  is  not  precluded  by 
the  regulations  if  voluntarily  agreed  to 
by  bodi  the  State  agency  and  the 
household.  Because  of  the  potential  for 
administrative  complexities  in  many 
States  for  tracking  the  two  methods  of 
payments,  this  was  not  mandated^  The 
household  would  be  informed  of  its 
rights  especially  including  its  right  to 
renegotiate  the  monthly  cash  payment 
level  should  its  economic  circumstances 
change. 

Two  State  agencies  suggested  that  a 
minimum  cash  repayment  amount  be 
established.  This  prospect  is  not 
precluded  by  the  regulations.  The 
regulations  allow  for  negotiation  of  the 
repayment  schedule  between  the  State 
agency  and  the  household,  with  the 
State  agency  having  to  “accept 
installment  payments.”  Therefore,  the 
State  agency  has  the  right  to  refuse  to 
settle  on  the  amount  tendered  by  the 
individual  when  it  considers  this  amount 
to  be  insufficient.  The  individual  would 
then  be  required  to  make  adjustments  or 
be  subject  to  either  disqualification  or 
automatic  allotment  reduction 
depending  on  the  timing  of  the 
negotiation. 

One  commenter  suggested  that 
repayment  be  postponed  imtil  the 
household’s  income  reaches  a  set 
percent  of  the  poverty  guideline.  This  is 
not  contemplated  by  the  statute,  and  the 
Department  has  not  adopted  this 
suggestion.  The  law  does  not  exempt 
any  individual  found  guilty  of  fraud  from 
repayment. 

Rate  of  allotment  reduction.  About  39 
comments  were  received  on  this  aspect 
of  fi'aud  claims  recovery.  Of  these,  13 
suggested  that  the  reduction  be  set  at 
25%  or  the  pro-rata  share  of  the 
fraudulent  individual’s  entitlement, 
whichever  is  less.  Four  commenters 
supported  the  25%  figure:  two  opposed  it 
without  suggesting  any  alternatives;  four 
simply  suggested  making  the  criteria 
more  flexible,  depending  on  the 
household’s  circumstances;  and  three 
suggested  that  the  AFDC  rate  be 
adopted  in  lieu  of  the  25%. 

Seven  commenters  suggested  that  a 
maximum  percentage  amount,  not  a 
minimum,  be  set,  and  two  commenters 
preferred  that  a  fixed  dollar  amount  be 
set,  not  a  percentage.  The  latter 
commenters  felt  the  percentage  method 
would  require  frequent  recalculations  of 
the  recovery  amounts.  The  remaining 
comments  include  extending  the  three- 
year  payment  period. 


The  Department  adopted  the 
suggestion  that  the  rate  of  reduction  be 
set  at  the  lesser  of  25%  or  the  fi'audulent 
individual’s  pro-rata  share  of  the 
entitlement.  This  is  adopted  primarily 
because  it  has  been  determined  that  the 
regulations,  as  proposed,  would  have 
imposed  an  undue  burden  on  the 
households  of  five  or  more  and  because 
of  the  number  of  commenters.  including 
State  agencies,  that  supported  this 
procedure.  Approximately  21  percent  of 
the  food  stamp  caseload  (as  of  February, 
1978]  contain  five  or  more  persons.  We 
feel  this  provision  will  not  cause  a 
significant  administrative  burden  on  the 
State  agency  due  to  the  different 
calculation.  'This  provision  will, 
however,  prevent  the  disincentive  for 
larger  households  to  not  participate  in 
the  Program  due  to  the  relatively  larger 
loss  of  coupons  as  compared  to  smaller 
households.  The  option  for  percentage 
reduction  of  a  lesser  amount  if  the  claim 
amoimt  can  be  recovered  within  a  year 
is  retained  as  is  the  exception  for  setting 
equal  amounts. 

As  to  comments  about  a  maximum 
recovery  level,  the  Department  believes 
this  was  set  by  the  25%  recovery  rate 
and  further  constrained  by  adding  the 
pro-rata  share  limit  Further,  a 
household  is  able  to  choose  either  a 
negotiated  cash  repayment  schedule  or 
an  allotment  reduction. 

The  House  Agriculture  Committee 
recently  considered  an  amendment  to 
pending  legislation  which  would  have 
penalized  ffie  entire  household  for 
fi'audulent  conduct  not  just  the 
individual.  'This  amendment  was  voted 
down,  thus  reaffirming  Congress’  intent 
that  the  individual  be  held  responsible 
for  fraud.  Adding  the  pro-rata  share 
method  is.  therefore,  consistent  with 
Congressional  intent  to  have  the  liability 
rest  with  the  individual  by  not 
subjecting  larger  households  to  losing  a 
disproportionate  share  of  its  allotment; 
i.e.,  a  share  that  reflects  benefits  for 
other  household  members  in  addition  to 
the  fraudulent  individual. 

State  Retention  of  Funds 

Only  five  comments  were  received  on 
this  provision— -one  opposed,  two  in 
support,  and  two  suggesting  that  the 
coupons  “retained”  during 
disqualification  be  counted  toward  the 
State’s  retention  level.  The  rationale  for 
not  considering  coupons  “retained” 
during  disqualification  as  restitution 
was  discussed  earlier  under  the  heading 
of  repayment  of  fiaud  claims.  Clearly, 
the  State  agency  cannot  be  allowed  to 
be  credited  for  this  method  of  recovery 
while  the  fiaudulent  individual  is  not. 
Clarification  was  also  added  that 
retention  of  50%  of  recovered  amoimts 


applies  to  any  claims  collected  after 
implementation,  not  just  established. 
This  will  provide  incentive  for  State 
agencies  to  reevaluate  suspended  claims 
and  is  also  administratively  easier  as  a 
dual  accounting  system  is  not  required. 

Outreach 

The  Department  issued  final  outreach 
regulations  in  the  November  6, 1979 
Federal  Re^ster  (44  FR  64386-64395). 
One  provision  of  those  regulations 
requires  State  agencies  to  operate,  at  the 
State  level,  toll-fi«e  statewide  hotline 
services  which  participants  and 
potential  participants  can  use  to  obtain 
program  information  and  applications, 
lodge  complaints  tmd  make  inquiries. 
There  was  some  misimderstanding 
among  readers  as  to  what  the  November 
6, 1979  regulations  meant  in  reference  to 
the  use  of  machine  answering  systems. 
This  amendment  to  the  November  6. 

1979  outreach  regulations  is  intended 
only  to  resolve  this  misunderstanding.  In 
no  way  does  this  amendment  impose  an 
additional  regulatory  requirement  upon 
State  agencies  or  weaken  the 
requirement  for  either  a  hotline  or  an 
alternate  system  of  equal  quality. 

The  Department  required  the 
establishment  of  statewide  Food  Stamp 
hotlines  because  it  believes  that  hotlines 
are  the  most  effective  way  to  offer  the 
required  services  to  participants  and 
potential  participants.  However,  the 
Department  recognized  that,  in  some 
States,  a  hotline  service  may  not  be  the 
best  way  to  offer  the  required  services. 
Therefore,  the  regulations  allowed  State 
agencies,  with  FNS  approval,  to  get 
exemptions  fiom  this  requirement. 
According  to  the  regulations,  such 
exemptions  would  be  granted  to  State 
agencies  that  can  demonstrate  that  the 
low  level  of  use  of  the  hotline  service 
does  not  warrant  the  continued  expense 
of  its  operation.  In  lieu  of  the  hotlines  in 
these  States,  an  alternative  method  of 
providing  the  required  services  to 
participants  and  potential  participants 
must  be  established.  These  regulations 
clarify  that  a  machine  answering  system 
may  be  used  as  one  alternative  that 
would  be  acceptable  and  that  any 
alternative  system  must  provide 
telephone  access  at  no  cost  to  the  caller 
and  assure  that  the  calls  are  promptly 
answered. 

Rounding  Procedures 

Introduction 

On  October  5, 1979  (44  FR  57414).  the 
Department  published  a  proposal  to 
revise  the  current  rounding  procedures 
used  to  calculate  net  income  and 
benefits  in  the  Food  Stamp  Program. 
These  procedures  would  have  allowed 
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State  agencies  to  use  either  the  standard 
rounding  procedures  or  rounding 
procedure  in  effect  for  that  State’s 
AFDC  program.  At  that  time  the 
Department  invited  interested  parties  to 
comment  on  the  proposed  rulemaking. 
Seventy-three  organizations  and 
individuals  commented — ^25  State  and 
local  agencies,  25  interest  groups,  21 
members  of  the  public,  and  two  FNS 
Regional  Offices.  Their  comments 
addressed  the  issues  of  the  comment 
period,  the  implementation  schedule,  the 
roimding  procedures,  rounding  as 
applied  to  shelter,  net  income  and 
allotment  figures,  publication  of 
allotment  tables  by  FNS  and  the 
publication  schedule  of  this  final 
rulemaking. 

Comment  Period 

Six  commenters  stated  that  there  was 
an  inconsistency  between  the 
Department’s  determination  that  the 
proposed  rulemaking  was  significant 
and  its  decision  to  allow  a  comment 
period  of  only  45  days.  To  allow 
interested  parties  the  fullest  opportunity 
to  comment,  the  Department  extended 
the  comment  period  until  December  15, 
1979. 

Implementation 

Two  State  agencies  supported  the 
Department’s  proposal  to  allow  State 
agencies  to  implement  any  changes  in 
the  rounding  procedures  in  three 
methods:  at  recertification,  desk  review, 
or  mass  conversion  of  all  or  part  of  the 
caseload.  One  commenter  opposed  the 
option  of  converting  only  part  of  a  State 
agency’s  caseload  at  one  time.  One 
State  agency  suggested  implementation 
should  be  restricted  only  to 
recertification  or  recomputation  for 
currently  certified  households.  One 
commenter  suggested  that  State 
agencies  be  allowed  to  delay 
implementation  for  new  applications 
until  they  conduct  mass  conversions  by 
computer.  The  schedule  allows  State 
agencies  to  implement  in  accordance 
with  their  own  respective  capabilities. 
Gradual  implementation  of  these 
regulations  will  result  in  slightly 
different  treatment  of  similar 
households  for  a  limited  period  of  time. 
However,  the  impact  upon  most  clients 
will  be  minimal  or  nonexistent  while  the 
impact  upon  program  administration 
will  be  significant. 

The  Department  has  not  revised  the 
proposed  implementation  schedule 
except  to  require  implementation  for 
new  applications  and  recertifications 
and  conversions  by  July  1, 1980. 


Calculating  Net  Income 

This  issue  drew  72  comments.  The 
procedure  currently  in  use  requires  State 
agencies  to  drop  the  cents  from  all 
figures  used  in  calculating  net  income 
and  allotments,  except  for  individual 
shelter  expenses.  Three  State  agencies, 
two  local  agencies,  25  interest  groups 
and  19  members  of  the  public  supported 
the  continued  use  of  this  procedure.  The 
Department’s  proposal  would  allow 
State  agencies  either  to  round  all  figures 
to  the  nearest  whole  dollar  or  to  follow 
their  own  AFDC  rounding  procedures. 
This  proposed  procedure  received  the 
support  of  15  State  agencies,  two  local 
agencies,  and  one  member  of  the  public. 
Two  State  agencies  and  one  local 
agency  suggested  a  third  option,  that  is. 
allowing  State  agencies  to  implement 
the  Department’s  proposal  or  to 
continue  using  the  current  procedure. 

The  final  regulations  contain  the  same 
rounding  procedures  proposed  in  the 
rulemaking  of  October  5, 1979.  This 
decision  was  made  after  considering  the 
comments,  particularly  as  they  related 
to  the  effects  of  the  procedures  on 
clients  and  State  agencies,  and  the  cost 
of  the  alternatives  to  the  Department’s 
proposal. 

Tfre  new  rounding  procedures  will 
assure  greater  consistency  between 
AFDC  and  food  stamps,  which  helps 
improve  the  administrative  efficiency  of 
both  programs.  In  addition,  under  the 
old  rounding  procedures,  some 
households’  incomes  were  slightly 
overstated.  The  new  rounding 
procedures  will  more  accurately 
calculate  the  benefits  to  which 
households  are  entitled.  The  Department 
is  not  allowing  State  agencies  to 
continue  using  the  current  method 
unless  it  is  also  used  for  AFDC  because 
it  does  not  calculate  households’ 
benefits  as  precisely  as  the  procedure  of 
rounding  to  the  nearest  whole  dollar. 

Calculating  the  Allotment 

•  One  State  agency  recommended  that 
all  cents  be  dropped  from  net  monthly 
income  before  calculating  the  allotment; 
and  one  Regional  Office  recommended 
that  rounding  to  the  nearest  whole 
dollar  be  used  through  to  the  calculation 
of  the  allotment.  According  to  Section 
8(a)  of  the  Food  Stamp  Act  of  1977 
roimding  in  the  calculation  of  the 
allotment  must  be  to  the  nearest  whole 
dollar.  Therefore,  the  Department  is 
changing  the  regulations  by  requiring 
that  State  agencies  calculate  the 
allotment  by  multiplying  the  household’s 
net  income  (rounded  in  accordance  with 
§  273.10(e)(l)(ii))  by  30  percent,  rounding 
the  product  to  the  nearest  whole  dollar 
and  subtracting  the  rounded  product 


firom  the  household’s  Thrifty  Food  Plan. 
The  remainder  is  the  household’s 
allotment  This  uniform  method 
guarantees  that  all  households  with  the 
same  net  monthly  income  will  receive 
the  same  allotment 

Remaining  Issues 

One  commenter  recommended  that 
roimding  not  be  allowed  in  computing 
total  shelter  cost  The  Department 
believes  that  State  agencies  should  be 
allowed  the  flexibility  to  round  the  total 
shelter  cost  if  they  want  to,  or  to  use  the 
actual  unrounded  amount 
Consequently,  this  recommendation  is 
not  being  adopted. 

Two  commenters  recommended  that 
FNS  continue  to  provide  allotment 
tables  for  use  by  State  agencies.  While 
the  Department  intends  to  continue  this 
practice,  two  groups  of  tables  will  be 
needed  until  die  end  of  the  conversion 
period.  The  Department  will  attempt  to 
continue  to  distribute  tables  at  the 
earliest  date  practicable. 

One  commenter  recommended  that 
these  regulations  be  published  in 
conjimction  with  the  final  regulations 
implementing  the  1979  Amendments  to 
the  Food  Stamp  Act  of  1977.  This  is 
being  done  in  this  final  rulemaking. 

Roimding  may  also  be  necessary  in 
other  calculations  involving  the 
allotment,  such  as  the  benefit  reduction 
calculation  required  by  $  273.18(e)(2). 

Therefore,  Parts  272  and  273  are 
amended  as  follows: 

PART  272— REQUIREMENTS  FOR 
PARTICIPATING  STATE  AGENCIES 

1.  New  subparagraphs  (8),  (9)  and  (12) 
are  added  to  §  272.1(g)  to  read  as 
follows: 

§  272.1  General  terms  and  conditions. 

•  *  *  *  « 

['^Implementation.  *  *  • 

(8)  Amendment  152.  The  rounding 
procedure  set  forth  in  S  273.10(e)  shall 
be  in  effect  for  new  applications  and 
recertifications  no  later  than  July  1, 1980. 
The  State  agency  shall  have  up  to  12 
months  following  the  implementation 
date  of  final  regulations  to  convert  the 
current  caseload  to  the  rounding  ^ 

procedure  that  is  chosen  under 
§  273.10(e)(l)(ii).  The  State  agency  shall 
have  a  choice  of  the  following  three 
options  in  converting  households  that 
are  already  participating  at  the  time  the 
new  rounding  procedure  goes^nto  effect: 

(i)  convert  households  at  recertification: 

(ii)  convert  households  by  conducting  a 
desk  review;  or  (iii)  convert  all 
households,  or  all  households  in  a 
certain  category,  at  a  point-in-time.  For 
example,  the  State  agency  may  convert 
all  public  assistance  households  or  all 
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households  in  a  project  area  by 
computer.  Point-in-time  mass 
conversions  shall  be  conducted  no  later 
than  July  1, 1980.  In  any  case,  the  State 
agency  shall  advise  FNS  regarding 
which  rounding  and  caseload 
conversion  procedures  are  chosen  and 
when  the  conversion  will  be  completed. 

(9)  Amendment  154.  State  agencies 
shall  implement  the  program  changes 
required  by  Amendment  154  as  follows: 

(i)  State  agencies  shaU  begin  requiring 
social  security  numbers  for  all  new 
applications  and  recertifications  no  later 
than  the  first  day  of  the  first  month 
which  commences  120  days  fi'om  the 
date  of  publication  of  final  rules. 
Participating  households  shall  be 
requested- to  provide  or  apply  for  social 
security  numbers  (SSN)  for  appropriate 
household  members  at  recertification,  or 
at  the  time  of  office  contact  for  any 
other  reason.  The  State  agency  shall 
provide  advance  notification  of  this  . 
requirement  and  the  consequences  of 
noncompliance  by  sending  an  individual 
notice  to  all  participating  households 
and  by  providing  press  releases  for 
dissemination  though  the  media.  The 
individual  notices  may  be  sent  as  either 
a  one-time  notice  prior  to 
implementation  and/or  with  the  notices 
of  expiration  of  a  certification  period. 

(ii)  If  any  affected  member(s)  of  a 
household  does  not  have  his  or  her  SSN 
readily  available  at  the  time  of 
application,  recertification,  or  any  office 
contact,  he  or  she  shall  follow  the 
procedures  for  furnishing  an  SSN  in 
accordance  with  §  273.6  as  amended. 

(iiij  State  agencies  shall  implement 
the  fraud  claims  procedures  contained 
in  §  273.16  and  §  273.18.  Implementation 
shall  be  no  later  than  the  first  of  the 
month  following  the  120th  day  fi’om  the 
date  of  publication  of  final  rules.  By 
implementation  the  State  agency  shall 
also  have  an  approved  system  for 
handling  claims,  including  a  method  for 
accounting  for  the  fifty  percent  retention 
of  the  value  of  funds  collected  from 
fraud  claims.  Any  collection  action  on 
fraud  claims  after  implementation  is 
subject  to  the  fifty  percent  retention 
including  claims  established  under  the 
Food  Stamp  Act  of  1964  as  amended  and 
under  the  Food  Stamp  Act  of  1977,  as 
amended.  However,  only  individuals 
found  guilty  of  fiaud  through  an 
administrative  fi*aud  hearing  or  through 
a  court  of  law  under  regulations 
promulgating  the  Food  Stamp  Act  of 
1977,  as  amended,  are  subject  to  the 
recovery  provisions  in  $  §  273.16  and 
273.18  retroactive  to  implementation  of 
fraud  claim  provisions  under  the  1977  - 
Act. 

***** 


(12J  Amendment  161.  The  clarification 
on  hotline  alternatives  in  §  272.6(b](8]  is 
effective  January  31, 1980 
***** 

PART  272-REQUIREMENTS  FOR 
PARTICIPATING  STATE  AGENCIES 

2.  In  §  272.6  paragraph  (b)(8)  is 
amended  and  reads  as  follows: 

§  272.6  Outreach 
***** 

(b)  Minimum  requirements.  *  *  * 

(8)  Hotlines.  State  agencies  shall 
operate  toll  free  telephone  hotline 
services  at  the  State  level  that  can  be 
used  by  participants  and  potential 
participants  to  secure  program 
information  and  application  forms,  lodge 
complaints  and  generally  facilitate  their 
participation  in  the  Program.  The  Alaska 
State  agency  is  exempt  from  the 
requirement  for  maintaining  a  toll  free 
hotline  at  the  State  level.  The  Alaska 
State  agency  shall,  however,  provide  an 
alternative  means  for  participants  and 
potential  participants  to  secure  program 
information  and  applications,  lodge 
complaints  and  make  inquiries.  Ifie 
alternate  procedures  for  Alaska  are 
subject  to  FNS  approval  through  the 
Outreach  Plan  submitted  in  accord  with 
paragraph  (e)  of  this  section.  Other  State 
agencies  that  can  demonstrate 
conclusively  that  the  number  of  calls 
received  on  the  food  stamp  hotline  does 
not  justify  the  expense  of  its  operation 
may  be  granted  an  exemption  by  FNS 
from  this  requirement,  provided  an 
alternative  system  is  established  to 
allow  participants  and  potential 
participants,  at  no  cost  to  themselves,  to 
secure  program  information  and 
applications,  lodge  complaints  and  make 
inquiries.  State  agencies  requesting 
exemptions  shall  provide  documented 
evidence  of  justification  to  FNS, 
including  the  average  number  of  calls 
per  month;  the  cost  of  hotline 
equipment,  service,  and  staff;  efforts  to 
publicize  the  availability  of  the  hotline 
service;  and  a  description  of  the 
alternate  service  that  will  be  offered  in 
lieu  of  the  hotline  service.  An  example 
of  an  acceptable  alternative  would  be  a 
machine  answering  system  where  toll 
free  calls  are  recorded  and  promptly 
returned  by  someone  knowledgeable  in 
program  policy  and  procedures.  The 
quality  of  a  State  agency's  alternative 
system  shall  meet  Ifie  hotline  standards 
outlined  in  this  paragraph,  i.e.,  it  must 
provide  some  means  of  telephone 
service  at  no  cost  to  those  who  use  it 
and  the  response  to  users  shall  be 
prompt. 

***** 


PART  273— CERTIFICATION  OF 
ELIGIBLE  HOUSEHOLDS 

3.  In  §  273.2,  a  new  subdivision  (v)  is 
added  to  §  273.2(f)(1),  subdivision  (ij  of 
§  273.2(p(9)  is  revised,  and  §  273.2 
(i)(4)(i)  is  amended  to  read  as  follows: 

§  273.2  Application  processing. 
***** 

(f)  Verification.  *  *  * 

[1]  Mandatory  verification.*  *  * 

(v)  Social  Security  Numbers.  The 
social  security  niunber(s)  (SSN)  reported 
to  the  State  agency  by  the  household 
shall  be  verified  by  the  State  agency. 
However,  the  State  agency  shall  not 
delay  certification  of  an  otherwise 
eligible  household  solely  to  validate  any 
member’s  SSN,  even  if  the  30  day 
processing  period  has  not  expired.  As 
soon  as  all  other  steps  necessary  to 
certify  a  household  are  completed 
except  for  verification  of  an  SSN,  the 
State  agency  shall  certify  the  household. 
If  verification  of  an  already  reported 
SSN  is  .not  completed  at  inital 
certification,  it  shall  be  completed  at  the 
time  of  or  prior  to  the  household’s  next 
recertification.  ’The  SSN  shall  be  verified 
in  one  of  the  following  ways: 

(A)  Matching  the  reported  SSN  with 
information  supplied  by  the  Social 
Security  Administration  (SSA)  such  as 
BENDEX  or  SDX  computer  tapes  or 
printouts; 

(B)  Observing  the  household 
member’s  socid  security  card  or  any 
official  dociunent  containing  the  SSN.  If 
the  individual  has  no  social  security 
card  or  other  official  document 
containing  the  SSN  or  the  social  security 
nmnber  appears  questionable,  the  State 
agency  shall  verify  the  number  either  by 
matching  it  vdth  SSA  tapes  or 
submitting  or  having  the  individual 
submit  Form  SS-5,  Application  for  a 
Social  Security  Number,  to  the  Social 
Security  Administration.  In  the  latter 
case,  the  State  agency  shall  advise  the 
individuals  where  to  file  and  discuss 
with  them  what  evidence  will  be 
needed.  Once  an  SSN  has  been  verified, 
the  State  shall  annotate  its  file 
accordingly  to  prevent  the  need  for 
reverification  in  the  future.  State 
agencies  shall  accept  as  verified  an  SSN 
which  has  already  been  verified  through 
the  Aid  to  Familes  with  Dependent 
Children  program,  Medicaid,  or  other 
similar  programs.  A  verified  SSN  shall 
be  reverified  only  if  the  identity  of  the 
individual  or  the  SSN  becomes 
questionable. 

*  *  *  *  *  • 

(9)  Verification  subsequent  to  initial 
certification. — (i)  Recertification.  At 
recertification,  the  State  agency  shall 
verify  a  change  in  income,  medical 
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expenses  or  actual  utility  expenses 
claimed  by  a  household  if  the  source  has 
changed  or  the  amount  has  changed  by 
more  than  $25  since  the  last  time  they 
were  verified.  State  agencies  may  verify 
income,  actual  utility  expenses,  or 
medical  expenses  claimed  by 
households  which  are  unchanged  or 
have  changed  by  $25  or  less,  provided 
verification  is,  at  a  minimum,  required 
when  information  is  questionable  as 
defined  in  paragraph  (f)(2)  of  this 
section.  Unchanged  information,  other 
than  income  and  medical  or  utility 
expenses,  shall  not  be  verified  at 
recertification  unless  the  information  is 
questionable  as  defined  in  paragraph 
(f)(2)  of  this  section.  Newly  obtained 
social  security  numbers  shall  be  verified 
at  recertification  in  accordance  with 
verification  procedures  outlined  in 
§  273.2(f)(lJ(v). 

*  *  *  «  « 

[i]  Expedited  service.  *  *  * 

(4)  Special  procedures  for  expediting 
service.  *  *  * 

(i)  To  expedite  the  certification 
process,  the  State  agency  shall  postpone 
the  verification  required  by  §  273.2(f). 
However,  the  household’s  identity  and 
residency  shall  be  verified  through  a 
collateral  contact  or  readily  available 
documentary  evidence.  Examples  of 
acceptable  documentary  evidence  which 
the  household  may  provide  include,  but 
are  not  limited  to,  a  driver's  license, 
work  or  school  I.D.,  voter  re^stration 
card  or  birth  certificate.  Households 
entitled  to  expedited  service  shall  not  be 
required  to  furnish  or  apply  for  a  social 
security  number  until  after  they  have 
received  their  first  allotment.  However, 
these  households  shall  be  required  to 
furnish  an  SSN  before  their  next 
issuance  in  accordance  with  subdivision 
(iii)  of  this  subparagraph.  Those 
households  unable  to  provide  the 
required  SSN’s  or  who  do  not  have  one 
shall  be  allowed  90  days  to  obtain  the 
SSN,  in  accordance  with  §  273.6(a)(2). 
The  household's  income  statements 
shall  be  verified  through  a  collateral 
contact,  or  readily  available  evidence 
whenever  it  can  be  done  in  sufficient 
time  to  meet  the  expedited  processing 
standards.  However,  benefits  shall  not 
be  delayed  beyond  the  delivery 
standards  described  in  paragraph  (i)(3) 
of  this  section  solely  because  income 
has  not  been  verified. 

§273.20  (Redesignated  from  §  273.6] 

4.  In  §  273.6  SSI  Cash-out  States  is 
renumbered  §  273.20  and  §  273.6  is 
retitled  Social  Security  Numbers.  The 
new  §  273.6  reads  as  follows: 


§  273.6  Social  security  numbers. 

(a)  Requirement  for  participation.  (1) 
The  State  agency  shall  require  that  a 
household  participating  or  applying  for 
participation  in  the  Food  Stamp  Program 
provide  the  State  agency  with  the  social 
security  number  (SSN)  for  each 
household  member  18  years  or  older  and 
each  child  under  18  who  receives 
countable  income.  If  individuals  have 
more  than  one  number,  all  numbers 
shall  be  required.  The  State  agency  shall 
explain  to  applicants  and  participants 
that  refusal  to  provide  an  SSN  will 
result  in  disqualification  of  the 
individual  for  whom  an  SSN  is  not 
obtained  in  accordance  with  paragraph 
(c)  of  this  section. 

(2)  If  any  household  memberfs) 
required  to  provide  an  SSN  is  unable  to 
provide  the  State  agency  with  an  SSN 
prior  to  certification  or  recertification, 
the  member  who  does  not  have  an  SSN, 
and  therefore  must  apply  for  one,  shall 
be  allowed  to  participate  for  90  days 
from  the  date  of  eligibility  determination 
while  awaiting  receipt  of  the  social 
security  number. 

(3)  If  the  SSN  has  not  been  obtained 
within  the  90  days  fi'om  the  date  of 
eligibility  determination  and  the 
participant  cannot  show  good  cause 
why  an  SSN  has  not  been  obtained,  the 
participant  shall  be  disqualified  in 
accordance  with  §  273.6(c).  If  the  SSN 
has  not  been  obtained  within  the  time 
limit  but  good  cause  has  been 
established,  then  the  participant  may 
continue  to  participate  provided  the 
individual  has  documentation  indicating 
he/she  has,  in  fact,  applied  for  the  SSN. 
Household  members  without  an  SSN 
who  are  required  to  provide  an  SSN 
shall  be  eligible  to  participate  while 
waiting  for  the  Social  Security 
Administration  (SSA)  to  issue  an  SSN  as 
long  as  they  have  filed  an  application 
for  an  SSN  accompanied  by  ^e 
necessary  verification  and  can 
document  this. 

(b)  Obtaining  SSN’s  for  food  stamp 
household  members  18  years  and  over 
and  children  receiving  income.  (1)  For 
those  individuals  who  provide  SSN’s 
prior  to  certification,  recertification  or  at 
any  office  contact  the  State  agency 
shall  record'the  SSN  and  verify  it  in 
accordance  with  §  273.2(f)(l](v). 

(2)  For  those  individuals  required  to 
provide  an  SSN  who  do  not  have  one. 
the  State  agency  shall  use  one  of  the 
following  two  procedures: 

(i)  In  a  State  where  an  agreement 
exists  between  the  State  agency  and 
SSA  which  allows  the  State  agency  to 
complete  the  application  for  an  SSN, 
Form  SS-5  the  State  agency  shall  offer 
to  and  shall  complete  this  form  at  the 


household’s  request  State  agencies 
which  have  such  an  agreement  with 
SSA  for  AFDC  and  Medicaid  shall  be 
required  to  renegotiate  these  agreements 
for  food  stamp  purposes  as  soon  as 
possible  in  order  to  offer  this  service  to 
food  stamp  applicants  and  participants. 
To  complete  Form  SS-5,  the  State 
agency  must  document  the  verification 
of  identity,  age,  and  citizenship  or  alien 
status  as  required  by  SSA  and  forward 
the  SS-5  to  SSA.  The  State  agency  can 
complete  the  SS-5  only  when  this 
renegotiated  agreement  betv.'een  SSA 
and  the  State  exists. 

(ii)  If  the  household  member  elects  to 
complete  the  SS-5  and  apply  to  the  SSA 
directly  or  in  a  State  in  which  no 
agreement  with  SSA  exists,  the  State 
agency  shall  inform  the  household 
member  where  to  apply  emd  what 
information  will  be  needed.  The  State 
agency  shall  suggest  that  the  household 
member  ask  for  proof  of  application 
from  SSA,  in  the  event  his  or  her 
application  is  not  processed  within  the 
90  day  time  period  described  in 
paragraph  (a)  of  this  section.  SSA 
normally  uses  the  Receipt  for 
Application  for  a  Social  Security 
Number,  Form  SSA-5028,  as  evidence 
that  an  individual  has  applied  for  an 
SSN.  State  agencies  may  also  use  their 
own  documents  for  this  purpose. 

(3)  The  State  agency  shall  follow  the 
procedures  described  in  subparagraphs 
(2)  (i)  and  (ii)  above  for  individuals  who 
do  not  know  if  they  have  an  SSN.  or  are 
unable  to  find  their  SSN. 

(c)  Failure  to  comply.  If  the  State 
agency  determines  that  a  household 
member! s)  required  to  provide  an  SSN 
as  a  condition  of  eligibility  has  refused 
to  provide  it,  then  the  individual  without 
the  SSN  shall  be  ineligible  to  participate 
in  the  Food  Stamp  Program.  If,  at  the 
end  of  the  90  day  period  allowed  in 
paragraph  (a)  of  this  section,  the  State 
agency  determines  that  a  household 
member(s)  required  to  provide  an  SSN 
has  failed  without  good  cause  to  attempt 
to  supply  the  documentation  required  by 
SSA  to  be  submitted  with  the 
application  for  an  SSN,  the  individual 
without  the  SSN  shall  be  ineligible  to 
participate  until  that  individual 
complies.  The  disqualification  applies  to 
the  individual(s)  for  which  the  SSN  is 
not  provided  and  not  to  the  entire 
household.  The  earned  or  unearned 
income  of  an  individual  disqualified 
from  the  household  for  failure  to  comply 
with  this  requirement  shall  be  handled 
as  outlined  in  §  273.9(b)(3]  of  these 
regulations. 

(d)  Determining  good  cause.  In 
determining  if  good  cause  exists  for 
failure  to  comply  with  the  requirement 
to  provide  the  State  agency  with  an 
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SSN,  the  State  agency  shall  consider 
information  from  the  household  member, 
the  Social  Security  Administration  and 
the  State  agency  (especially  if  the  State 
agency  was  designated  to  send  the  SS-5 
to  SSA  and  either  did  not  process  the 
SS-5  or  did  not  process  it  in  a  timely 
manner).  Documentary  evidence  or 
collateral  information  that  the 
household  has  applied  for  the  number  or 
made  every  effort  to  supply  SSA  with 
the  necessary  information  shall  be 
considered  good  cause  for  not 
complying  timely  with  this  requirement. 
If  the  household  member(s)  applying  for 
an  SSN  has  been  unable  to  obtain  the 
the  documents  required  by  SSA,  the 
State  agency  caseworker  should  make 
every  effort  to  assist  the  individual(s)  in 
obtaining  these  documents. 

(e)  Ending  disqualification.  The 
household  member(sj  disqualiHed  may 
become  eligible  upon  providing  the  State 
agency  with  an  SSN  or  demonstrating 
that  an  application  has  been  made  at 
SSA  for  a  social  security  number. 

(f)  Use  of  SSN.  The  State  agency  is 
authorized  to  use  social  security 
numbers  in  the  administration  of  the 
Food  Stamp  Program.  To  the  extent 
determined  necessary  by  thp  Secretary 
and  the  Secretary  of  HEW,  State 
agencies  shall  have  access  to 
iMormation  regarding  individual  Food 
Stamp  Program  applicants  and 
participants  who  receive  beneHts  under 
title  XVI  of  the  Social  Security  Act  to 
determine  such  a  household’s  eligibility 
to  receive  assistance  and  the  amount  of 
assistance,  or  to  verify  information 
related  to  the  benefits  of  these 
households.  State  agencies  shall  use  the 
State  Data  Exchange  (SDX)  to  the 
maximum  extent  possible.  The  State 
agency  should  also  use  the  SSN’s  to 
prevent  duplicate  participation,  to 
facilitate  mass  changes  in  Federal 
benefits  as  described  in  §  273.12(e)(3) 
and  to  determine  the  accuracy  and/or 
reliability  of  information  given  by 
households. 

5.  In  §  273.9,  paragraph  (b)(3)  is 
revised  to  read  as  follows: 

§  273.9  Income  and  deductions. 
***** 

(b)  Definition  of  income.  *  *  * 

(3)  The  earned  or  unearned  income  of 
an  individual  disqualified  from  the 
household  for  fraud  in  accordance  with 
§  273.16,  for  failing  to  comply  with  the 
student  work  registration  requirements 
in  §  273.7(b)(9)(i)  or  for  failing  to  comply 
with  the  requirement  to  provide  an  SSN 
in  accordance  with  §  273.6,  shall 
continue  to  be  coimted  as  income,  less 
the  pro  rata  share  for  the  individual. 
Procediu-es  for  calculating  this  pro  rata 
share  are  described  in  §  273.11. 


6.  In  §  273.10  paragraphs  (e)(l)(ii)  and 
(e)(2)(ii)  are  revised  and  a  new 
paragraph  (f)(3)(iv)  is  added  as  follows: 

S  273.10  Determining  household  eligibility 
and  benefit  levels. 

***** 

(e)  Calculating  net  income  and  benefit 
levels. — [1)  Net  monthly  income.  *  •  * 

(ii)  In  calculating  net  monthly  income, 
the  State  agency  shall  use  one  of  the 
following  two  procedures:  (A)  Round 
down  in  each  income  and  allotment 
calculation  that  ends  in  1  through  49 
cents  and  round  up  for  calculations  that 
end  in  50  through  99  cents;  or  (B)  apply 
the  rounding  procedure  that  is  currendy 
in  effect  for  the  State’s  Aid  to  Families 
with  Dependent  Children  (AFDC) 
program.  If  the  State  AFDC  program 
includes  the  cents  in  income 
calculations,  the  State  agency  may  use 
the  same  procedure  for  food  stamp 
income  calculations.  Whichever 
procedure  is  used,  the  State  agency  may 
elect  to  include  the  cents  associated 
with  each  individual  shelter  cost  in  the 
computation  of  the  shelter  deduction 
and  then  to  round  the  final  shelter 
deduction  amount. 

***** 

(2)  Eligibility  and  benefits.  *  *  * 

(ii)  The  household’s  monthly  allotment 
shall  be  equal  to  the  Thrifty  Food  Plan 
for  the  household’s  size  reduced  by  30 
percent  of  the  household’s  net  monthly 
income  as  calculated  in  paragraph  (e)(1) 
of  this  section.  After  multiplying  the  net 
income  by  30  percent,  the  State  agency 
shall  round  the  product  down  if  it  ends 
in  1  through  49  cents  and  round  the 
product  up  if  it  ends  in  50  through  99 
cents,  prior  to  subtracting  that  amount 
from  the  Thrifty  Food  Plan.  All  eligible 
one  and  two-person  households  shall 
receive  a  minimum  monthly  allotment  of 
$10.  This  rounding  method  shall  be  used 
in  all  determinations  of  allotments. 
***** 

(F)  Certification  periods.  *  *  * 

***** 

(3)  *  *  * 

***** 

(iv)  If  a  State  agency  opts  to  effect  the 
Social  Security/SSI  cost-of-living 
increase  through  the  process  of 
recertification,  the  affected  cases  shall 
be  assigned  certification  periods  that 
ensure  that  they  are  due  for 
recertification  in  accordance  with 
§  273.12(e)(3)(ii).  Households  entitled  to 
a  certification  period  of  up  to  12  months 
as  discussed  in  §  273.10(f)(5)  shall,  on  a 
one-time  basis,  be  certified  for  less  than 
a  year  in  order  to  comply  with  this 
provision. 

***** 


7.  In  §  273.11  the  introductory  text  of 
paragraph  (c)  is  rewritten  and  a  new 
subdivision  (iii)  is  added  to  (c)(5)  to  read 
as  follows: 

§273.11  Action  on  households  with 
special  circumstances. 
***** 

(c)  Treatment  of  income  and 
resources  of  disqualified  members. 
Individual  household  members  may  be 
disqualified  for  fraud,  for  failure  to  meet 
the  student  work  registration 
requirements  during  the  school  year  or 
for  failure  to  obtain,  or  refusal  to 
provide,  an  SSN.  During  the  period  of 
time  a  household  member  is 
disqualified,  the  eligibility  and  benefit 
level  of  any  remaining  household 
members  shall  be  determined  as 
follows: 

***** 

(5)  Reduction  or  termination  of 

benefits  within  the  certification  period. 

*  *  * 


(iii)  SSN  disqualification.  If  a 
household’s  benefits  are  reduced  or 
terminated  within  the  certification 
period  because  one  or  more  of  its 
members  required  to  provide  an  SSN  is 
being  disqualified  for  failure  to  meet  the 
SSN  requirement,  the  State  agency  shall 
issue  a  notice  of  adverse  action,  in 
accordance  with  §  273.13(a)(2),  which 
informs  the  household  that  the 
individual  without  an  SSN  is  being 
disqualified,  the  reason  for  the 
disqualification,  the  eligibility  and 
benefit  level  of  the  remaining  members, 
and  the  actions  the  household  must  take 
to  end  the  disqualification. 
***** 

8.  In  §  273.12,  paragraph  (e)(3)  is 
revised  to  read  as  follows: 

§  273.12  Reporting  changes. 
***** 

(e)  Mass  changes.  *  *  * 

***** 

(3)  Mass  changes  in  Federal  Benefits. 
(i)  State  agencies  shall  treat  cost-of- 
living  increases  received  in  July  1981 
and  all  other  subsequent  years  and  any 
other  mass  changes  in  social  security 
and  SSI  payments  as  a  mass  change  for 
food  stamp  purposes.  The  household 
shall  not  be  responsible  for  reporting 
these  changes.  The  State  agency  shall  be 
responsible  for  automatically  adjusting 
a  household’s  food  stamp  benefit  level 
to  reflect  the  change  in  accordance  with 
the  procedures  in  paragraph  (e)(2)  of  this 
section,  or  as  noted  in  paragraph 
(e)(3)(ii)  of  this  section. 

(ii)  State  agencies  which  have  the 
capability  shall  treat  the  increases  as  a 
mass  change  in  accordance  with  the 
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procedure  in  paragraph  (e)(2)  of  this 
section.  A  State  agency  is  capable  of 
treating  these  changes  as  a  mass  change 
if  the  State  agency's  computer  system 
can  identify  by  social  security  number 
individual  household  members  receiving 
social  security  or  SSI  payments  and  the 
amount  of  these  payments,  and  the 
computer  system  can  extract  on  a  timely 
basis  the  new  benefit  data  from 
BENDEX  and/or  SOX  for  each  recipient. 
All  other  State  agencies  shall  have  the 
option  to  use  any  one,  or  a  combination 
of  the  following  methods:  Schedule  all 
households  containing  one  or  more 
members  who  receive  social  security  or 
SSI  benefits  for  recertification  during 
July,  August  September,  and  October  of 
each  year  so  that  the  cost-of-living 
increases  can  be  reflected  in  a  timely 
manner,  conduct  desk  reviews  to  effect 
the  change  within  the  120  day  period.  If 
a  State  agency  with  the  capability  to 
perform  an  automated  conversion  has 
difficulty  doing  so,  it  may  use  one  or  a 
combination  of  the  other  two 'methods 
described. 

(iii)  For  cost-of-living  increases 
scheduled  for  July  1980,  State  agencies 
which  have  the  capability  shall  treat  the 
increases  as  a  mass  change  in 
accordance  with  the  procedures  in 
paragraph  (e)(2)  of  this  section.  All  other 
State  agencies  shall,  within  180  days  of 
the  efiective  date  of  the  increase, 
identify  cases  receiving  social  security 
and  SSI  payments  by  either  desk 
reviews  or  at  recertification  and  reflect 
the  cost-of-living  increase  in  the 
household's  allotment.  If  a  State  agency 
with  the  capability  to  perform  an 
automated  conversion  has  difficulty 
doing  so.  then  it  may  identify  cases 
receiving  social  secxuity  and  SSI 
payments  using  the  methods  discussed 
above  and  adjust  the  household’s 
allotment. 

9.  In  S  273.13,  a  new  subparagraph  (11) 
is  added  to  paragraph  (b)  to  read  as 
follows: 

§273.13  Notice  of  adverse  action. 

*  •  •  *  • 

(b)  Exemptions  from  notice.  *  *  * 

(11)  Converting  a  household  from  cash 
repayment  of  a  fraud  claim  to  benefit 
reduction  as  a  result  of  failure  to  make 
cash  repayment  as  discussed  in  §  273.18. 

10.  In  §  273.16,  paragraphs  (a),  the 
introductory  text  of  paragraph  (d)  and 
paragraphs  (d)  (9)(ii)  and  (e)(3)  are 
amended  and  a  new  subparagraph  (4)  is 
added  to  §  273.16(e)  to  read  as  follows: 

§  273.16  Fraud  dlsquaNflcation. 

(a)  Fraud  disqualification  penalties. 
Individuals  foimd  to  have  committed 
fraud  through  an  administrative  fraud 
hearing  shall  be  ineligible  to  participate 


in  the  program  for  3  months.  Individuals 
found  guilty  of  criminal  or  civil  fraud  by 
a  court  of  appropriate  jurisdiction  shall 
be  ineligible  for  not  less  than  6  months 
and  not  more  than  24  months  as 
determined  by  the  court.  If  the  court 
fails  to  specify  or  address  a 
disqualification  period  for  the  fraudulent 
act,  the  State  agency  shall  impose  a  six- 
month  disqualification  period  unless  it  is 
contrary  to  the  court  order.  State 
agencies  shall  disqualify  only  the 
individual  convicted  of  fraud  and  not 
the  entire  household.  If  the  individual 
fails  to  agree  to  make  restitution,  the 
period  of  disqualification  shall  continue 
imtil  the  individual  agrees  to  make 
restitution.  Individuals  or  the  remaining 
household  members  shall  be  permitted 
to  make  restitution  during  the  period  of 
disqualification  in  accordance  with 
established  procedures  for  cash 
repayment  or  allotment  reduction. 
***** 

(d)  Administrative  disqualification. 
Each  State  agency  shall  establish 
procedures  for  conducting  fraud 
hearings  which  must  conform  with  the 
procedures  outlined  in  this  section.  An 
administrative  fi*aud  hearing  should  be 
initiated  by  the  State  agency  in  cases  in 
which  the  State  agency  has  sufficient 
documentary  evidence  to  substantiate 
that  an  individual  has  committed  one  or 
more  acts  of  fraud  as  defined  in 
paragraph  (b)  of  this  section.  Such  cases 
may  include  those  in  which  the  State 
agency  believes  the  facts  of  the 
individual  case  do  not  warrant  civil  or 
criminal  prosecution  through  the 
appropriate  court  system.  Other  cases 
may  be  those  previously  referred  for 
prosecution  but  for  which  prosecution 
was  declined  by  the  appropriate  legal 
authority.  The  State  agency  may  initiate 
an  administrative  fraud  hearing 
regardless  of  the  current  eligibility  of  the 
individual.  Hie  disqualification  period 
for  nonparticipants  at  the  time  of  the 
final  hearing  decision  shall  be  deferred 
until  the  individual  applies  for  and  is 
determined  eligible  for  program  benefits. 
Fraud  hearings  shall  not  be  conducted  if 
the  amount  the  State  agency  contends 
has  been  fraudulently  obtained  is  less 
than  $35  or  if  the  value  of  the  coupons 
used  to  obtain  ineligible  items  is  under 
$35.  The  burden  of  proving  fraud  is  on 
the  State  agency.  The  administrative 
fraud  hearing  may  be  conducted 
regardless  of  whether  other  legal  action 
is  planned  against  the  household 
member. 

***** 

(9)  Notification  of  hearing  decision. 

*  *  * 

(ii)  If  the  administrative  fraud  hearing 
finds  that  the  household  member 


committed  fraud,  the  State  agency  shall 
mail  a  written  notice  to  the  household 
member  prior  to  disqualification.  The 
notice  shall  inform  the  household 
member  of  the  decision  and  the  reason 
for  the  decision.  The  notice  shall  also 
advise  the  remaining  household 
members,  if  any,  of  either  the  allotment 
they  will  receive  during  the  period  of 
disqualification,  or  that  they  must 
reapply  because  the  certification  period 
has  expired.  The  procedures  for 
handling  the  income  and  resources  of 
the  disqualified  member  are  described 
in  §  273.11.  For  State  level  decisions,  the 
notice  shall  inform  the  household 
member  of  the  date  disqualification  will 
take  effect.  For  local  level  decisions,  the 
notice  shall  inform  the  household 
member  of  the  deadline  for  requesting  a 
State  level  hearing,  the  date 
disqualification  will  take  effect  unless  a 
State  level  hearing  is  requested,  and  that 
benefits  will  be  continued  pending  a 
State  level  hearing  if  the  household  is 
otherwise  eligible.  If  the  individual  is  no 
longer  participating,  the  notice  shall 
inform  the  individual  that  the  period  of 
disqualification  will  be  deferred  until 
such  time  as  the  individual  again  applies 
for  and  is  determined  eligible  for 
program  benefits.  A  written  agreement 
letter  for  restitution  explaining  the 
repayment  requirements  in  §  273.18(e) 
shall  also  be  sent.  The  written 
agreement  letter  for  restitution  shall 
inform  the  individual  of  the  amount 
owed;  the  reason  for  the  claim;  the 
period  of  time  the  claim  covers;  any 
offsetting  that  was  done  to  reduce  the 
claim;  the  types  and  terms  of  each 
restitution  schedule  which  is  offered;  the 
date  restitution  must  commence  in  order 
to  avoid  continuing  the  period  of 
disqualification;  and  the  household 
member’s  right  to  a  fair  hearing  if  the 
individual  disagrees  with  the  amount  of 
the  claim.  The  household  shall  also  be 
informed  of  its  rights  to  request 
renegotiation  of  any  agreed  to  schedule 
should  the  household’s  economic 
circumstance  change  and  contain  spaces 
for  the  individual  to  complete  indicating 
the  method  of  repayment  and  a 
signature  block.  Deviations  may  be 
granted  from  the  FNS-designed 
agreement  letter  under  the  conditions  in 
§  273.2(b).  A  list  of  the  household 
member’s  rights  as  contained  in 
§  273.15(p)  and  the  State  level  hearing 
procedures  shall  be  enclosed  with  the 
local  fraud  hearing  decision  notice. 
***** 

(e)  Court  imposed 
disqualifications.  •  *  * 

(3)  State  agencies  shall  disqualify  an 
individual  found  guilty  of  fraud  for  the 
length  of  time  specified  by  the  court.  If 
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disqualiHcation  is  ordered  but  a  date  for 
initiating  the  disqualification  period  is 
not  specified,  the  State  agency  shall 
initiate  the  disqualification  period  for 
currently  eligible  individuals  with  the 
first  month  following  the  date  the 
disqualification  was  ordered.  If  the  court 
fails  to  address  or  specify  a 
disqualification  period,  the  State  agency 
shall  impose  a  six-month 
disqualification  period  unless  contrary 
to  the  court  order.  The  court-imposed  • 
disqualification  shall  begin  the  first 
month  following  the  date  the  court  found 
a  currently  eligible  individual  guilty  of 
civil  or  criminal  fi'aud.  If  the  individual 
is  not  eligible  for  the  program  at  the  time 
the  disqualification  period  is  to  begin, 
the  period  shall  be  postponed  until  the 
individual  applies  for  and  is  determined 
eligible  for  benefits.  If  the  periods  of 
disqualification  imposed  by  a  court  and 
by  an  administrative  fi'aud  hearing 
coincide,  the  court-ordered 
disqualification  shall  run  concurrently  ' 
with  the  3-month  disqualification  period 
imposed  through  an  administrative  fiaud 
hearing.  The  State  agency  shall  not 
initiate  or  continue  a  court  imposed  or 
administratively  imposed  fraud 
disqualification  period  contrary  to  a 
court  order. 

(4)  If  the  court  finds  that  the 
household  member  committed  fiaud.  the 
State  agency  shall  mail  a  written  notice, 
designed  or  approved  by  FNS,  to  the 
household  member.  The  notice  shall  be 
sent  prior  to  disqualification,  whenever 
possible.  The  notice  shall  inform  the 
household  member  of  the  decision  and 
the  reason  for  the  decision.  The  notice 
shall  also  advise  the  remaining 
household  members,  if  any,  of  the 
allotment  they  will  receive  during  the 
period  of  disqualification  or  that  they 
must  reapply  because  the  certification 
period  has  expired.  The  procedures  for 
handling  the  income  and  resources  of 
the  disqualified  member  are  described 
in  §  273.11.  The  notice  shall  also  inform 
the  household  member  of  the  date 
disqualification  will  take  effect  and  of 
the  fraud  claim  repayment  requirements 
in  §  273.18(e).  In  addition,  the  State 
agency  shall  include  the  written 
agreement  letter  for  restitution 
described  in  paragraph  (e)(3)  of  this 
section. 

*  «  *  •  * 

11.  In  S  273.18  paragraphs  (c)  (3)  and 
(4)  are  deleted  and  paragraph  (c)(2),  and 
paragraphs  (d)  and  (e)  are  amended; 
paragraph  (f)(2)  is  renumbered  as  (f)(3) 
and  paragraphs  (f)(1)  and  (f)(2)  are 
amended.  The  amended  paragraphs 
read  as  follows: 


S  273.18  Claims  against  households. 
***** 

(c)  Fraud  claim.  *  •  * 

(2)  Collecting  fraud  claims,  (i)  If  a 
household  member  is  found  to  have 
committed  fiaud  (through  an 
administrative  fiaud  hearing  or  by  a 
court  of  appropriate  jurisdiction)  the 
State  agency  shall  send  the  individual  a 
written  agreement  letter  for  restitution 
as  indicated  in  §  273.16(d)(9)(ii).  In 
addition,  a  personal  contact  shall  be 
made,  if  possible.  The  State  agency  shall 
initiate  such  collection  unless  the 
household  has  repaid  the  overissuance 
as  a  result  of  nonfiaud  demand  letters, 
the  State  agency  has  documentation 
which  shows  the  household  cannot  be 
located,  or  the  legal  representative 
prosecuting  a  member  of  the  household 
for  fiaud  advises,  in  writing,  that 
collection  action  will  prejudice  the  case. 
In  cases  where  a  household  member 
was  found  guilty  of  fiaud  by  a  court,  the 
State  agency  shall  request  the  matter  of 
restitution  be  brought  before  the  court. 

(ii)  One  month  prior  to  the  end  of  the 
specified  period  of  disqualification,  if 
the  household  member  found  guilty  of 
fiaqd  has  not  responded  to  the  written 
agreement  letter,  the  State  agency  shall 
send  a  subsequent  notice,  as  described 
in  §  273.16(e)(3),  advising  the  individual 
that  he/she  wiU  remain  ^squalified 
until  such  time  as  an  agreement  to  repay 
is  executed  in  accordance  with  the 
procedures  established  in  paragraph 
(e)(2)  of  this  section.  The  disqualified 
member  shall  not  be  considered  a 
household  member  until  a  repayment 
agreement  is  reached.  The  procedures 
for  handling  the  income  and  resources  of 
this  disqualified  member  are  described 
in  §  273.11.  A  written  demand  letter  for 
an  unpaid  or  partially  paid  claim  shall 
be  sent  even  if  the  household  has 
previously  received  a  nonfiaud  demand 
letter  because  the  time  period  covered 
by  the  claim  and  the  method  of 
collection  are  different  for  fiaud  and 
nonfiaud  claims.  In  addition  to  the 
written  agreement  letter  a  personal 
contact  shall  be  made,  if  possible.  The 
State  agency  may  also  initiate  civil  court 
action  to  obtain  the  claim. 

(iii)  The  individual  who  committed 
fiaud  or  the  remaining  household 
members  may  begin  restitution  prior  to 
or  during  the  period  of  disqualification 
imposed  by  an  administrative  fiaud 
hearing  or  a  court  of  law,.  The  State 
agency  shall  follow  the  procedures  for 
collecting  and  submitting  payments  as 
well  as  the  applicable  accoimting 
procedures  in  paragraphs  (e)  and  (f)  of 
this  section. 

(iv)  If  the  household  executes  a 
repayment  agreement,  the  State  agency 


shall  follow  the  procedures  prescribed 
in  paragraph  (e)(2)  of  this  section  for 
collecting  and  submitting  payments  or 
the  procedures  for  reducing  the  food 
stamp  allotment  of  the  fiaudulent 
individual’s  household. 

(v)  If  the  State  agency  can  document 
that  the  fiaudulent  individual  cannot  be 
located,  collection  action  shall  be 
suspended.  A  claim  shall  be  determined 
uncollectible  after  it  is  held  in  suspense 
for  three  years.  The  State  agency  may 
use  a  suspended  claim  to  offset  benefits 
in  accordance  with  $  273.17. 

(d)  Change  in  household 
composition — (1)  Nonfraud  claims.  The 
State  agency  shall  initiate  collection 
against  the  head  of  the  household  or 
against  the  individual  who  was  the  head 
of  the  household  at  the  time  of  the 
nonfiaud  claim.  If  the  head  of  the 
household  is  no  longer  living  or  cannot 
be  located,  the  State  agency  shall 
initiate  collection  action  against  the 
household  containing  a  majority  of  the 
individuals  who  were  household 
members  at  the  time  the  error  occurred. 

(2)  Fraud  claims.  If  the  household 
member  found  guilty  of  fraud  moves, 
resulting  in  a  change  in  household 
membership,  the  State  agency  shall 
initiate  collection  action  against  the 
household  currently  containing  the 
fiaudulent  individual. 

(e)  Methods  of  collecting  payments. 

(1)  State  agencies  shall  collect  payments 
for  nonfiaud  claims  in  one  of  the 
following  ways: 

(1)  Lump  sum.  State  agencies  shall  * 
collect  payments  from  households  in  one 
lump  sum  if  the  household  is  financially 
able  to  pay  the  claim  in  one  lump  sum. 
However,  the  household  shall  not  be 

,  required  to  liquidate  all  of  its  resources 
to  make  this  repayment. 

(ii)  Installments.  If  the  household  has 
insufficient  liquid  resources  or  is 
otherwise  financially  imable  to  pay  the 
claim  in  one  lump  sum,  a  payment 
schedule  shall  be  negotiated  with  the 
household.  Payments  shall  be  accepted 
by  the  State  agency  in  regular 
installments.  If  the  full  amount  of  the 
claim  cannot  be  liquidated  in  3  years, 
the  State  agency  shall  compromise  the 
claim  by  reducing  it  to  an  amoimt  that 
will  allow  the  household  to  pay  the 
claim  in  3  years.  A  State  agency  may 
use  the  full  amoimt  (including  any 
amount  compromised)  of  the  claim  to 
offset  benefits  in  accordance  with 
§  273.17. 

(2)  State  agencies  shall  collect 
payments  for  fiaud  claims  in  one  of  the 
following  ways: 

(i)  Reduction  in  food  stamp  allotment 
Prior  to  reduction,  the  State  agency  shall 
discuss  with  the  household  the  amount 
of  food  stamps  to  be  recovered  each 
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month.  The  amount  of  food  stamps  to  be 
recovered  each  month  shall  be  the  lesser 
of  25  percent  of  the  household’s  monthly 
allotment  or  the  fraudulent  individual’s 
pro  rata  share  of  the  entitlement. 
Recovery  of  less  than  these  amounts 
shall  be  accepted  only  if  it  results  in 
equal  increments  or  if  the  full  amount 
can  be  recovered  within  a  year  using  a 
lesser  percentage.  If  the  full  amount  of 
the  claim  cannot  be  liquidated  in  3 
years,  the  State  agency  shall 
compromise  the  claim  by  reducing  it  to 
an  amo\mt  that  will  allow  the  household 
to  make  restitution  within  3  years.  A 
State  agency  may  use  the  full  amount  of 
the  claim  (incluchng  any  amount 
compromised)  to  offset  beneHts  in 
accordance  with  §  272.17. 

(ii)  Repayment  in  cash.  If  the 
household  member  found  guilty  of  fraud 
agrees  to  a  repayment  in  cash,  and  the 
individual  is  financially  able  to  repay 
the  claim  in  full,  the  State  agency  shall 
collect  the  payment  in  one  lump  sum. 
However,  if  the  household  has 
insufficient  liquid  resources  or  is 
otherwise  unable  to  pay  the  claim  in  one 
lump  sum,  payments  shall  be  accepted 
in  regular  installments.  'The  household 
shall  not  be  required  to  liquidate  all  of 
its  resources  to  make  this  repayment.  If 
the  full  amount  of  the  claim  cannot  be 
liquidated  in  3  years,  the  State  agency 
shall  compromise  thi.'  claim  by  reducing 
it  to  an  amoimt  that  will  allow  the 
individual  to  pay  the  claim  in  3  years.  A 
State  agency  may  use  the  full  amount  of 
the  claim  (including  any  amount 
compromised)  to  offset  benefits  in 
accordance  with  §  2713.17. 

(iii)  If  the  household  member  fails  to 
make  a  payment  in  accordance  with  the 
established  cash  repayment  schedule, 
(either  a  lesser  amount  or  no  payment), 
the  State  agency  shall  send  the 
individual  a  notice  explaining  that  no 
pa}mient  or  an  insufficient  pajrment  was 
received.  The  notice  shall  also  inform 
the  individual  that  unless  he  or  she 
makes  the  overdue  payments  or 
contacts  the  State  agency  to  discuss 
renegotiation  of  the  payment  schedule, 
the  State  agency  may  invoke  allotment 
reduction  without  a  notice  of  adverse 
action.  If  the  individual  fails  to  respond 
to  the  notice,  the  State  agency  shaU 
invoke  allotment  reduction.  If  the 
household  does  respond  the  State 
agency  shall  take  one  of  the  following 
actions  as  appropriate: 

(A)  If  the  individual  makes  the 
overdue  payments  and  wishes  to 
continue  payments  based  on  the 
previous  schedule,  permit  the  individual 
to  do  so: 

(B)  If  the  individual  requests 
renegotiation,  and  if  the  State  agency 
concurs  with  the  request  negotiate  a 


new  parent  schedule  and  execute  a 
new  written  agreement  letter; 

(C)  If  the  individual  requests 
renegotiation  of  the  amount  of  its  cash 
repayment  schedule  but  the  State 
agency  believes  that  the  household’s 
economic  circumstances  have  not 
changed  enough  to  warrant  the 
requested  settlement,  the  State  agency 
may  invoke  allotment  reduction  or 
continue  renegotiation  until  a  settlement 
can  be  reached  and  executed.  If 
allotment  reduction  is  invoked,  no 
notice  of  adverse  action  is  reqi^ired. 

(iv)  State  agencies  may  initiate  civil 
court  action  to  obtain  pa3mient  of  the 
claim  prior  to  the  end  of  the 
disqualification  period.  However,  the 
State  agency  shall  not  deny,  terminate 
or  reduce  a  household’s  benefits  for 
failure  to  repay  a  claim,  to  agree  to  a 
repayment  schedule  or  to  make  the 
agreed  upon  payment,  except  for  the 
allotment  reduction  which  shall  occur 
when  repayment  of  a  claim  is  beginning 
after  the  period  of  disqualification  and 
the  household  member  found  guilty  of 
fraud  does  not  make  agreed  to  cash 
repayments  in  accordance  with  the 
procedures  prescribed  in  this  section. 

(f)  Submission  of  payments.  (1)  The 
State  agency  shall  retain  the  value  of 
funds  collected  for  both  fraud  and 
nonfraud  claims;  this  includes  any 
claims  collected  or  established  after  the 
date  the  State  implements  the  fraud 
recovery  provisions.  This  amount 
includes  the  total  value  of  allotments 
reduced  to  repay  fraud  claims,  except 
for  allotments  reduced  during  a  period 
of  disqualification.  The  States’  letter  of 
credit  will  be  amended  on  a  quarterly 
basis  to  reflect  the  States’  retention  of  50 
percent  of  the  value  of  fraud  claims 
collected  as  well  as  full  retention  by 
FNS  of  all  nonfraud  overissuance 
recoveries. 

(2)  Each  State  shall  submit  monthly  a 
Form  FNS-209,  Status  of  Claims  Against 
Households,  to  detail  the  State’s 
activities  relating  to  claims  against 
household.  This  report  is  due  no  later 
than  30  days  after  the  end  of  each 
calendar  month  and  shall  be  submitted 
to  FNS  even  if  the  State  agency  has  not 
collected  any  payments.  In  addition  to 
reporting  the  amount  of  funds  recovered 
from  fraud  claims  each  month  on  Form 
FN&-209,  the  State  agency  shall  also 
report  this  amoimt  on  other  letter  of 
credit  documents  as  required.  In 
accounting  for  fraud  claim  collections, 
the  State  agency  shall  include  cash 
repayments  and  the  value  of  the 
allotments  recovered  or  offset  by 
restoration  of  lost  benefits.  However, 
the  value  of  allotments  reduced  during 
periods  of  disqualification  shall  not  be 
considered  recovered  allotments  and 


shall  not  be  used  to  offset  a  fraud  claim. 
In  addition,  each  State  agency  shall 
establish  controls  to  ensure  that  officials 
responsible  for  fraud  determinations 
will  not  benefit  from  the  State  share  of 
recoveries. 

****** 

Note. — ^These  proposals  have  been 
reviewed  under  the  USDA  criteria 
established  to  implement  Executive  Order 
12044,  “Improving  Government  Regulations.” 
A  determination  has  been  made  that  these 
actions  should  not  be  classified  as  significant 
under  those  criteria. 

Note. — ^Pood  Stamp  forms  are  being  revised 
in  accordance  with  the  requirements  of  this 
amendment.  The  reporting  and/or  record 
keeping  requirements  anticipated  in  this 
amendment  resulting  from  the  revisions  of 
forms  will  be  forwarded  to  the  Office  of 
Management  and  Budget  for  approval  in 
accordance  with  the  Federal  Reports  Act  of 
1942. 

(91  Stat.  958  (7  U.S.C.  2011-2027).) 

Final  Impact  Statements  have  been 
prepared  and  are  available  from  Claire 
Lipsman,  Director,  Program 
Development  Division,  Family  Nutrition 
Programs,  Food  and  Nutrition  Service, 
U.S.  Department  of  Agriculture, 
Washington,  D.C.  20250. 

(Catalog  of  Federal  Domestic  Assistance 
Programs  No.  10551,  Food  Stamps) 

Dated:  January  29, 1980. 

Carol  Tucker  Foreman, 

Assistant  Secretary  for  Food  and  Consumer 
Services. 

(FR  Doc.  80-3485  Filed  l-30-8a  8:45  am] 
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